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HOUSING ACT OF 1959 


THURSDAY, JANUARY 22, 1959 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to notice, in room 301, Senate Office 
Building, at 10:05 a.m., Senator J. W. Fulbright (chairman of the 
committee ) presiding. 

Present: Senators F ulbright, Robertson, Sparkman, Frear, Doug- 
las, Clark, Proxmire, Byrd of West Virginia, Williams of New Jersey, 
Muskie, Bennett, Bush, and Keating. 

The Cuarrman. Will the committee come to order ? 

We wish to begin the hearings on the housing legislation, but be- 
fore doing that, I would like to extend a cordial welcome to our 
newest addition to the members of this committee, Senator Keating 
of New York. He has hada long and distinguished career in the House 
of Representatives. He has been added to the Republican side, and I 
am sure he will add a great deal of luster and intelligence to the delib- 
erations of this committee. We welcome you, Senator Keating. 

Senator Keating. Thank you. 

The CHarrman. We are very glad indeed to have you. 

As chairman of the Committee on Banking and Currency, I hope 
that the Senate will pass a general housing bill this year with the 
minimum possible delay. This desire has also been exprecend by the 
majority leader of the Senate and I know that it is shared by him, 
and perhaps all of the members of this committee. 

The necessity for early and speedy action arises because last year’s 
bill was maneuvered into a parliamentary situation requiring approval 
by two-thirds of the House of Representatives. The favorable vote 
in the House was six votes short of the two-thirds required, and the 
bill failed to pass. In the meantime, several housing programs have 
been cut back drastically and others have had to be halted completely. 

The bills before us contain proposals to activate, in differing 
degree, all the programs which have suffered since the failure of last 
year’s bill. Among these bills is S. 57, introduced by Senator Spark- 
man and me and ‘other Senators; S. 65, by Senator Capehart and 
others; S. 198, S. 194, and S. 195, oY Senator Clark and several co- 
spnien ;S. 266 by Senator Bush; 8. 271 and S. 272 by Senator Bible; 
S. 336 by Senator Langer; and § "612, intr panel: by Senator Bennett 
for Senator Capehart, which is the administration bill, and such 
others as the committee may later include. 

I was pleased to join Senator Sparkman in offering S. 57. In my 
opinion, this is a very reasonable bill. One which recognizes the 
necessity of maintaining vigorous housing programs to serve all in- 
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come groups within our population, and one which should merit 
approval by the Congress and the President. 

This bill contains provisions to replenish the insurance authoriza- 
tion of the Federal Housing Administration; to provide funds for 
urban renewal grants, college housing loans, and direct loans to vet- 
erans; to enable continuation of assistance for more of our lowest 
income families; to invigorate a program of housing for the elderly; 
and to make many other changes in existing law demonstrated by need 
and experience. 

It has been my practice since 1955 to request the Subcommittee on 
Housing to hold hearings on and to report on general housing legis- 
lation. In order to expedite action on this year’s bill, it was decided 
to have the hearings before the full Committee on Banking and Cur- 
rency. Nevertheless, I still consider the Housing Subcommittee to 
have a primary interest in and responsibility for housing legislation. 

Consequently, I have asked Senator Sparkman, chairman of the 
Housing Subcommittee, to preside at these hearings. Senator Spark- 
man’s knowledge and dedication in the housing field are exceeded by 
none and equaled by few, and the committee is fortunate that he is 
willing to accept this work. 

We all come to these hearings with open minds, and I know that wit- 
nesses who appear to comment upon these bills and to make legisla- 
tive recommendations will help all of us to reach our individual de- 
cisions. Many witnesses have been scheduled and we plan to hear you 
all between now and next Wednesday evening. We plan to have morn- 
ing and afternoon sessions and it will be necessary to start early and 
run late. I hope that all witnesses will be conscious of this goal, and 
will help the committee complete the hearings on schedule. 

Today’s witnesses are representatives from the agencies which 
administer this program. I will now ask Senator Sparkman to start 
the hearing. 

Senator SparKMAN. Thank you, Mr. Chairman, and I will say that I 
thank you for the very fine statement you have given to start these 
hearings. 

We hope to work out a good bill that will become law. S. 57 is 
the bill which I introduced, and Senator Fulbright and others joined 
me in sponsoring the bill. We did it in order to get started on some- 
thing. It represented a bill that the Senate had agreed upon and 
passed overwhelmingly, and we thought it was a good starting point. 
I certainly feel that with the various bills that are before us, we shall 
be able to work out a good measure, and I join with the chairman of 
the full committee in expressing the hope that we may have fullest 
understanding and cooperation, both toward bringing the hearings to 
a conclusion as planned, and also in helping work out, hammer out, 
the provisions of the final bill that we may agree upon. 

Senator Bennett. Will the Senator yield ? 

Senator SparKMAN. Yes, sir. 

Senator Bennett. I would like to have a statement in the record that 
Senator Capehart, ranking member on this side of the committee, is 
in Indiana, due to the death of a member of his family, and is unable 
to be here for the hearings this week. 

He has a very vital interest in housing legislation. Last year, he 
was the ranking minority member on the Housing Subcommittee, 
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and probably will occupy that position again this year. I think 
note should be made of his absence and the reason for it. 

Senator Sparkman. I will say this, that Senator Capehart has 
a been most cooperative and helpful in working out housing 
legislation, and as a matter of fact, was quite helpful in working out 
what was a compromise version of a bill that passed the Senate last 
year. I regret very much that he is not able to be with us, and par- 
ticularly regret the death in his family. 

I should like to offer for the record, if there is no objection, the 
several bills that have been referred to. Also a section-by-section 
analysis of S. 612, which is the administration bill. 

(The material referred to follows :) 


{S. 57, 86th Cong., 1st sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the renewal of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
Act of 1959”. 

TITLE I—FHA INSURANCE PROGRAMS 


Sec. 101. Section 2(a) of the National Housing Act is amended by striking out 
“September 30, 1959” and inserting in lieu thereof “September 30, 1960”. 

Sec. 102. (a) Section 8(g) of the National Housing Act is amended by strik- 
ing out “and (h) of section 204” and inserting in lieu thereof “(h), (j) and (k) 
of section 204”. 

(b) Sections 213(e), 220(f) (1), 221(g)(1), 222(e) and 809(e) of such Act 
are amended respectively by striking out “and (j) of section 204” and inserting 
in lieu thereof “(j) and (k) of section 204”. 

Sec. 103. (a) Section 203(b) (2) of the National Housing Act is amended by 
srtiking out all that precedes the second semicolon and inserting in lieu thereof the 
following: 

“(2) Involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in an 
amount not to exceed $22,500 in the case of property upon which there is located 
a dwelling designed principally for a one-family residence; or $25,000 in the 
case of a two-family residence (whether or not such one- or two-family resi- 
dences may be intended to be rented temporarily for school purposes) ; or $30,000 
in the case of a three-family residence’. 

(b) Section 203(b) (8) of such Act is amended by striking out the period at 
the end thereof and inserting in lieu thereof a colon and the following: “Pro- 
vided, That such 85 per centum limitation shall not be applicable if the mort- 
gagor and the mortgagee assume responsibility in a manner satisfactory to the 
Commissioner for the reduction of the mortgage by an amount not less than 
15 per centum of the outstanding principal amount thereof in the event the 
mortgaged property is not, prior to the due date of the eighteenth amortization 
payment of the mortgage, sold to a purchaser acceptable to the Commissioner 
who is the occupant of the property and who assumes and agrees to pay the 
mortgage indebtedness.” 

(c) Section 203(i) of such Act is amended by striking out “$8,000” and insert- 
ing in lieu thereof “$9,000”. 

Sec. 104. Section 207 of the National Housing Act is amended— 

(1) by striking out the following parenthetical phrases in subsection (b) : 
“(except provisions relating to housing for elderly persons)’, and “(except 
with respect to housing designed for elderly persons, with occupancy prefer- 
ence therefor, as provided in the paragraph following paragraph (3) of sub- 
section (c))”; 

(2) by striking out in paragraph (3) of subsection (c)— 

(i) $2,250” in both places where it appears therein and inserting in 
lieu thereof “$2,500” ; 

(ii) “$8,100” in both places where it appears therein and inserting 
in lieu thereof “$9,000” ; 

(iii) “$2,700” and inserting in lieu thereof “$3,000” ; 
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(iv) “$8,400” and inserting in lieu thereof “$9,400” ; 

(v) “$1,000 per room” and inserting in lieu thereof “$1,250 per room” ; 

(vi) “$1,000 per space’? and inserting in lieu thereof “$1,500 per 
space”; and 

(vii) “$300,000” and inserting in lieu thereof $500,000” ; 

(3) by striking out in subsection (c) the unnumbered paragraph follow- 
ing paragraph (3) ; and 

(4) by striking out in both places where it appears in subsection (f) 
“section 210 and section 213” and inserting in lieu thereof the following: 
“sections 210, 213, and 229". 

Sec. 105. (a) Section 213(b) (2) of the National Housing Act is amended to 
read as follows: 

“(2) not to exceed, for such part of the property or project as may be at- 
tributable to dwelling use $2,500 per room (or $9,000 per family unit if the num- 
ber of rooms in such property or project is less than four per family unit), and 
not to exceed 97 per centum of the amount which the Commissioner estimates 
will be the replacement cost of the property or project when the proposed physical 
improvements are completed: Provided, That as to projects which consist of 
elevator type structures the Commissioner may, in his discretion, increase the 
dollar amount limitation of $2,500 per room to not to exceed $3,000 per room 
and the dollar amount limitation of $9,000 per family unit to not to exceed 
$9,400 per family unit, as the case may be, to compensate for the higher costs 
incident to the construction of elevator-type structures of sound standards of 
construction and design: Provided further, That the Commissioner may, by regu- 
lation, increase any of the foregoing dollar amounts limitations by not to exceed 
$1,250 per room, without regard to the number of rooms being less than four, 
or four or more, in any geographical area where he finds that cost levels so 
require: Provided further, That in the case of a mortgagor of the character 
described in paragraph (3) of subsection (a) the mortgage shall involve a prin- 
cipal obligation in an amount not to exceed 85 per centum of the amount which 
the Commissioner estimates will be the replacement cost of the property or 
project when the proposed physical improvements are completed: And provided 
further, That upon the sale of a property or project by a mortgagor of the 
character described in paragraph (3) of subsection (a) te a nonprofit co- 
operative ownership housing corporation or trust within two years after the 
completion of such property or project the mortgage given to finance such sale 
shall involve a principal obligation in an amount not to exceed the maximum 
amount computed in accordance with this subsection without regard to the 
preceding proviso.” 

(b) Section 213(d) of such Act is amended by adding at the end thereof a 
new sentence as follows: “Property held by a corporation or trust of the charac- 
ter described in paragraph numbered (2) of subsection (a) of this section or by 
a mortgagor of the character described in paragraph numbered (3) of subsection 
(a) of this section which is covered by a mortgage insured under this section 
may include such community facilities as the Commissioner deems adequate to 
serve the oceupants.”’ 

Sec. 106. Section 214 of the National Housing Act is amended— 

(1) by striking from the first sentence “the Territory of” ; and 

(2) by striking from such sentence “mortgage amounts provided in this 
Act,” and inserting in lieu thereof “mortgage amounts (including increased 
mortgage amounts in geographical areas where cost levels so require) 
provided in this Act,”’. 

Sec. 107. (a) Section 217 of the National Housing Act is amended by striking 
out “$7,000,000,000” and inserting in lieu thereof ‘$11,000,000,000”. 

(b) Section 217 of such Act is amended, effective July 1, 1959, by (1) striking 
out “July 1, 1956”, and inserting in lieu thereof ‘July 1, 1959”, and (2) striking 
out “$11,000,000,000° and inserting in lieu thereof “$4,000,000,000"’. 

Sec. 108. Section 218 of the National Housing Act is repealed. 

Sec. 109. (a) Clause (i) of subsection (d) (3) (A) of section 220 of the 
National Housing Act is amended by striking out all that precedes the second 
semicolon and inserting in lieu thereof the following: 

“(A(i) involve a principal obligation (including such initial service 
charges, appraisal, inspection, and other fees as the Commissioner shall 
approve) in an amount not to exceed $22,500 in the case of property upon 
which there is located a dwelling designed principally for a one-family 
residence; or $25,000 in the case of a two-family residence; or $30,000 in 
the case of a three-family residence.” 
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(b) Subsection (d)(3)(B) of section 220 of such Act is amended to read as 
follows: 

“(B)(i) not exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2)(B) of this subsection (d), not 
exceed $50,000,000 ; and 

“(ii) not exceed (in the case of a property or project approved for 
mortgage insurance prior to the beginning of construction) the Commis- 
sioner’s estimate of the replacement cost of the property or project when 
the proposed improvements are completed (the replacement cost may include 
the land, the proposed physical improvements, utilities within the boundaries 
of the land, architect’s fees, taxes, interest during construction, and other 
miscellaneous charges incident to construction and approved by the Commis- 
sioner, but shall not include any allowance for builder’s and sponsor’s 
prcfit and risk) ; or 

“(iii) not exceed 90 per centum of the Commissioner’s estimate of the 
value of the property or project when the proposed improvements are com- 
pleted if the proceeds of the mortgage are to be used for the repair or reha- 
bilitation of a property or project; and 

“(iv) not exceed, for such part of such property or project as may be 
attributable to dwelling use (excluding exterior land improvements as defined 
by the Commissioner), $2,500 per room (or $9,000 per family unit if the 
number of rooms in such property or project is less than four per family 
unit) : Provided, That the Commissioner may, in his discretion, increase the 
dollar amount limitation of $2,500 per room to not exceed $3,000 per room, 
and the dol'ar amount limitation of $9,000 per family unit to not to exceed 
$9,400 per family unit, as the case may be, to compensate for the higher 
costs incident to the construction of elevator-type structures: And provided 
further, That the Commissioner, may, in his discretion, increase any of the 
foregoing dollar amount limitations by not to exceed $1,250 per room without 
regard to the number of rooms being less than four, or four or more, in any 
geographical area where he finds that cost levels so require.” 

Sec. 110. (a) The first paragraph of section 221(a) of the National Housing 
Act is amended to read as follows: 

“This section is designed to supplement systems of mortgage insurance under 
other provisions of the National Housing Act in order to assist (1) in relocating 
families from urban renewal areas, (2) in relocating families to be displaced 
as the result of governmental action in a community respecting which (A) the 
Housing and Home Finance Administrator has made the certification to the 
Commissioner provided for by subsection 101(c) of the Housing Act of 1949, 
as amended, or (B) there is being carried out a project covered by a Federal aid 
contract executed, or prior approval granted, by the Housing and Home Finance 
Administrator under title I of the Housing and Home Finance Administrator 
under title I of the Housing Act of 1949, as amended, before the effective date 
of the Housing Act of 1954, or (C) there is being carried out an urban renewal 
project assisted under section 111 of the Housing Act of 1949, as amended, and 
(3) in relocating families residing in the environs of a community described 
in clause (2) which are to be displaced as the result of governmental action.” 

(b) the second paragraph of section 221(a) of such Act is amended— 

(1) by inserting before the colon preceding the first proviso a comma and 
the following: “and in the environs of such communities as provided in 
clause (3) above”; 

(2) bv striking out “in any such community” in the second proviso and 
inserting in lieu thereof “in or near any such community” ; 

(3) by striking out “(1)” in the third proviso and inserting in lieu thereof 
(2) (A)”; and 

(4) by striking out “(1)”, “(2)”, and “(3)”, wherever they appear in the 
last proviso, and inserting in lieu thereof respectively “(2)(A)”, “(2)(B)”. 
and “(2)(C)”. 

(c) Section 101 (c) of the Housing Act of 1949 is amended by striking out “if 
the mortgaged property is in a community referred to in clause (2) of section 
221(a) of said Act’’, and inserting in lieu thereof “if the mortgaged property is in 
an area described in clause (3) of section 221(a) of said Act, or in a community 
referred to in clause (2) (B) of said section’’. 

(d) Section 101(c) of the Housing Act of 1949 is further amended by striking 
out “in a community” in clause (iii) of the last proviso. 
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Sec. 111. (a) Section 221(d)(2) of the National Housing Act is amended to 
read as follows: 

“(2) be secured by property upon which there is located a dwelling con- 
forming to applicable standards prescribed by the Commissioner under 
subsection (f) of this section, and meeting the requirements of all State 
laws, or local ordinances or regulations, relating to the public health or 
safety, zoning, or otherwise, as may be applicable thereto, and shall involve 
a principal obligation (including such initial service charges, appraisal, 
inspection, and other fees as the Commissioner shall approve) in an amount 
(A) not to exceed (i) $10,000 in the case of a property upon which there 
is located a dwelling designed principally for a single-family residence, 
except that the Commissioner may by regulation increase this amount to 
not to exceed $12,000 in any geographical area where he finds that cost levels 
so require, (ii) $18,000 in the case of a property upon which there is located 
a dwelling principally designed for two-family residence, except that the 
Commissioner may by regulation increase this amount to not to exceed 
$20,000 in any geographical area where he finds that cost levels so require, 
(iii) $25,000 in the case of a property upon which there is located a dwelling 
designed principally for a three-family residence, except that the Com- 
missioner may by regulation increase this amount to not to exceed $27,500 
in any geographical area where he finds that cost levels so require, (iv) 
$32,000 in the case of property upon which there is located a dwelling 
designed principally for a four-family residence, except that the Com- 
missioner may by regulation increase this amount to not to exceed $35,000 
in any geographical area where he finds that cost levels so require; and 
(B) not to exceed the appraised value (as of the date the mortgage 
is accepted for insurance) of any such property, less such amount, in 
the case of any mortgagor, as may be necessary to comply with the 
succeeding provisos: Provided, That if the mortgagor is the owner and 
an occupant of the property at the time of the insurance, he shall have 
paid on account of the property at least (i) $200 in the case of a single- 
family dwelling, (ii) $400 in the case of a two-family dwelling, (iii) 


$600 in the case of a three-family dwelling, and (iv) $800 in the case (¢ 


of a four-family dwelling, in cash or its equivalent which arnount may include follo 
amounts to cover settlement costs and initial payments for taxes, hazard “ory 
insurance, mortgage insurance premium, and other prepaid expenses: Pro- unde 
vided further, That nothing contained herein shall preclude the Commis- dwel 
sioner from issuing a commitment to insure, and insuring a mortgage SE 
pursuant thereto, where the mortgagor is not the owner and an occupant 

of the property, if the property is to be built or acquired and repaired or 

rehabilitated for sale, and the insured mortgage financing is required to 
facilitate the construction, or the repair or rehabilitation, of the dwelling 
and to provide financing pending the subsequent sale thereof to a qualified ‘ 


owner who is also an occupant thereof, but in such instances the mortgage SE 
shall not exceed 85 per centum of the appraised value: And provided further, 
That the Commissioner shall prescribe such procedures as in his judgment 


are necessary to secure to families, referred to in subsection (a) above, | 
priorities in occupancy of the remaining units of two-, three-, and four- | ‘ 
family dwellings after occupancy of one unit by thé owner; or”. ( 
(b) Section 221 of such Act is further amended— | 

(1) by striking out “$9,000” and “$10,000” in paragraph (3) of subsection i 
(d) and inserting in lieu thereof “$10,000” and “$12,000”, respectively ; s 

(2) by striking out of paragraph (3) of subsection (d) “not in excess of | ‘ 
of the Commissioner’s estimate of the value of the property or project | I 
when constructed or repaired and rehabilitated, for use as rental accom- 
modations for ten or more families eligible for occupancy as provided in 
this section; and”, and inserting in lieu thereof ‘not in excess of (1) in the 
case of new construction, the amount which the Commissioner estimates SEC 
will be the replacement cost of the property or project when the proposed the e1 
improvements are completed (the replacement cost may include the land, “SE 
the proposed physical improvements, utilities within the boundaries of the of ho 
land, architect’s fees, taxes, interest during construction, and other miscel- elder! 
laneous charges incident to construction and approved by the Commissioner), of ur; 
or (2), in the case of repair and rehabilitation, the Commissioner’s estimate tieula 
of the value of the property when the proposed repair and rehabilitation is “Fe 


completed: Provided, That such property or project, when constructed or 
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repaired and rehabilitated, shall be for use as rental accommodations for 
ten or more families eligible for occupancy as provided in this section; or’; 

(3) by inserting the following new paragraph (4) in subsection (d) and 
renumber the present paragraph (4) of subsection (d) as paragraph (5): 

““(4) if executed by a mortgagor which is not a nonprofit organization, and 
which is approved by the Commissioner— 

“(i) not exceed (in the case of a property or project approved for 
mortgage insurance prior to the beginning of construction) the Com- 
missioner’s estimate of the replacement cost of the property or project 
when the proposed improvements are completed (the replacement cost 
may include the land, the proposed physical improvements, utilities 
within the boundaries of the land, architect’s fees, taxes, interest during 
construction, and other miscellaneous charges incident to construction 
and approved by the Commissioner, but shall not include any allow- 
ance for builder’s and sponsor’s profit and risk) ; 

“(ii) not exceed the Commissioner’s estimate of the value of the 
property or project when the proposed repair and rehabilitation is com- 
pleted if the proceeds of the mortgage are to be used for the repair and 
rehabilitation of a property or project: 

Provided, That such property or project when constructed, or repaired and 
rehabilitated, shall be for use as rental accommodations for ten or more 
families eligible for occupancy as provided in this section: And provided 
further, That the Commissioner may, in his discretion, require the mortgagor 
to be regulated or restricted as to rents or sales, charges, capital structure, 
rate of return and methods of operation, and for such purpose the Com- 
missioner may make contracts with and acquire for not to exceed $100 stock 
or interest in any such mortgagor as the Commissioner may deem necessary 
to render effective such restrictions or regulations, with such stock or in- 
terest being paid for out of the section 221 Housing Insurance Fund and 
being required to be redeemed by the mortgagor at par upon the termination 
of all obligations of the Commissioner under the insurance; and”; and 

(4) by striking out “paragraph (3)” in paragraph (2) of subsection (g) 
and inserting in lieu thereof “paragraphs (3) and (4)”. 

(c) Section 212(a) of such Act is amended by adding at the end thereof the 
following : 

“The provisions of this section shall apply to the insurance of any mortgage 
under section 221 which covers property on which there is located a dwelling or 
dwellings designed principally for residential use for ten or more families.” 

Sec. 112. Section 222(b) of the National Housing Act is amended— 

(1) by inserting “or 203(i)” after “203(b)” in clause (1); and 

(2) by striking out “$17,100;” in clause (2) and inserting in lieu thereof 
the following: “$20,000, except that in the case of a mortgage meeting the 
requirements of section 203(i) such principal obligation shall not exceed 
$8,000 ;”’. 

Sec. 113. Section 227 of the National Housing Act is amended— 

(1) by striking out in subsection (a) clause (iv) and everything follow- 
ing clause (iv) and inserting in lieu thereof “(iv) under section 221 if the 
mortgagor meets the requirements of paragraph (3) or paragraph (4) of 
subsection (d) thereof, (v) under section 229, or (vi) under section 803 
or 810;”; and 

(2) by striking out in subsection (c) the last two sentences and inserting 
in lieu thereof the following: “In the case of a mortgage insured under 
section 220(d) (3) (B) (ii), section 221(d)(4), or section 229(c) (4), the 
‘actual cost’ computed pursuant to the provisions of this paragraph (c) shall 
not include any allowance for builder’s and sponsor’s profit and risk.” 


TITLE II—HOUSING FOR THE ELDERLY 


Sec. 201. (a) Title II of the National Housing Act is amended by adding at 
the end thereof the following new section : 

“Sec. 229. (a) The purpose of this section is to assist in relieving the shortage 
of housing for elderly persons and to increase the supply of rental housing for 
elderly persons. It is further the purpose of this section to assist in the provision 
of urgently needed nursing homes for the care and treatment of persons, par- 
ticularly elderly persons. 

“For the purposes of this section— 
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“(1) The term ‘housing’ means eight or more new or rehabilitated living 
units, not less than 50 per centum of which are specially designed for the use 
and occupancy of elderly persons ; 

“(2) The term ‘elderly person’ means any person, married or single, who is 
sixty years of age or more; 

“(3) The term ‘nursing home’ means a proprietary facility which is or will 
be licensed or regulated by law, which provides continuous medical and nursing 
eare to the long-term, convalescent, infirm, or elderly patient in a homelike at- 
mosphere, furnishing facilities and comforts normally found in a patient’s home, 
and which provides, in addition thereto, such specialized service, equipment, 
and safety features as may be required for the safe, proper, and adequate care 
of patients at all times; and 

“(4) The terms ‘mortgage’, ‘mortgagee’, ‘mortgagor’, and ‘maturity date’ shall 
have the meanings respectively set forth in section 207 of this Act. 

“(b) The Commissioner is authorized to insure any mortgage (including ad- 
vances on mortgages during construction) in accordance with the provisions of 
this section upon such terms and conditions as he may prescribe and to make 
commitments for insurance of such mortgages prior to the date of their execu- 
tion or disbursement thereon. 

“(c) To be eligible for insurance under this section, a mortgage to provide 
housing for elderly persons shall— 

“(1) involve a principal obligation in an amount not to exceed $12,500,000 
or, if executed by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or nonprofit development or hous- 
ing corporations restricted by Federal or State laws or regulations of State 
banking or insurance departments as to rents, charges, capital structures, 
rate of return, or methods of operation, not to exceed $50,000,000 ; 

“(2) not exceed, for such part of such property or project as may be 
attributable to dwelling use, $9,000 per dwelling unit: Provided, That the 
Commissioner may, in his discretion, increase the dollar amount limitation 
of $9,000 per unit to not to exceed $9,400 per unit to compensate for the 
higher costs incident to the construction of elevator-type structures and may 
increase each of the foregoing dollar amount limitations by not to exceed 
$1,250 per room in any geographical area where he finds that cost levels so 
require ; 

“(3) if executed by a mortgagor which is a private nonprofit corpora- 
tion or association or other acceptable private nonprofit organization regu- 
lated or supervised under Federal or State laws or by political subdivisions 
of States, or agencies thereof, or by the Commissioner under a regulatory 
agreement or otherwise, as to rents, charges, and methods of operation, in 
such form and in such manner as, in the opinion of the Commissioner, will 
effectuate the purpose of this section, involve a principal obligation not in 
excess of the amount which the Commissioner estimates will be the replace- 
ment cost of the property or project when the proposed improvements are 
completed (the replacement cost may include the land, the proposed physi- 
cal improvements, utilities within the boundaries of the land, architect's 
fees, taxes, interest during construction, and other miscellaneous charges 
incident to construction and approved by the Commissioner) ; 

“(4) if executed by a mortgagor approved by the Commissioner but 
which is not a nonprofit organization, involve a principal obligation not in 
excess of the Commissioner’s estimate of the replacement cost of the prop- 
erty or project when the proposed improvements are completed (the re- 
placement cost may include the land, the proposed physical improvements, 
utilities within the boundaries of the land, architect’s fees, taxes, interest 
during construction, and other miscellaneous charges incident to construc- 
tion and approved by the Commissioner, but shall not include any allowance 
for builder’s and sponsor’s profit and risk): Provided, That the Commis- 
sioner may in his discretion require such mortgagor to be regulated or 
restricted as to rents or sales, charges, capital structure, rate of return 
and methods of operation, and for such purpose the Commissioner may 
make contracts with and acquire for not to exceed $100 stock or interest 
in any such mortgagor as the Commission may deem necessary to render 
effective such restrictions or regulations; such stock or interest shall be 
paid for out of the section 207 Housing Insurance Fund and shall be re- 
deemed by the mortgagor at par upon the termination of all obligations of 

the Commissioner under the insurance: 
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“(5) provide for a complete amortization by periodic payments within 
such terms as the Commissioner shall prescribe ; 

“(6) bear interest (exclusive of premium charges for insurance) at not 
to exceed 4%4 per centum per annum on the amount of the principal obliga- 
tion outstanding at any time; 

“(7) cover a property or project which is approved for mortgage insur- 
ance prior to the beginning of construction, with 50 per centum or more of 
the units therein specially designed for the use and occupancy of elderly 
persons in accordance with standards established by the Commissioner, and 
which may include such commercial and special facilities as the Commis- 
sioner deems adequate to serve the occupants. 

“(d) In order to carry out the purpose stated in the second sentence of sub- 
section (a), the Commissioner is authorized to insure any mortgage which 
covers a new or rehabilitated nursing home, subject to the following con- 
ditions: 

“(1) The mortgage shall be executed by a mortgagor approved by the Com- 
missioner. The Commissioner may, in his discretion, require any such mort- 
gagor to be regulated or restricted as to charges and methods of operation, and, 
in addition thereto, if the mortgagor is a corporate entity, as to capital struc- 
ture and rate of return. As an aid to the regulation or restriction of any mort- 
gagor with respect to any of the foregoing matters, the Commissioner may make 
such contracts with and/or acquire, for not to exceed $100, stock or interest 
in any such motgagor as he may deem necessary. Any stock or interest so pur- 
chased shall be paid for out of the section 207 Housing Insurance Fund, and 
may be redeemed by the mortgagor at par upon the termination of all obliga- 
tions of the Commissioner under the insurance. 

“(2) The mortgage shall involve a principal obligation in an amount not 
to exceed $12,500,000, and not to exceed 75 per centum of the estimated value of 
the property or project when the proposed improvements are completed. 

“(3) The mortgage shall- 

“(i) provide for complete amortization by periodic payments within such 
terms as the Commissioner shall prescribe ; and 

“(ii) bear interest (exclusive of premium charges for insurance) at not 
to exceed 41%, per centum per annum of the amount of the principal obliga- 
tion outstanding at any time. 

“(e) In earrying out the provisions of this section with respect to the in- 
surance of mortgages on properties or projects designed for use as nursing 
homes, the Commissioner shall consult with and secure the advice and recom- 
mendations of the Public Health Service of the Department of Health, Educa- 
tion, and Welfare. 

“(f) The Commissioner may consent to the release of a part or parts of the 
mortgaged property or project from the lien of any mortgage insured under this 
section upon such terms and conditions as he may prescribe, and shall pre- 
scribe such procedures as in his judgment are necessary to secure to elderly 
persons a preference or priority of opportunity to rent the dwellings included in 
such property or project. 

“(¢) The provisions of subsections (d), (e), (f), (g), (bh), (i), (j), Uk), (1), 
(m), (n), and (p) of section 207 shall apply to mortgages insured under this 
section and all references therein to section 207 shall refer to this section. 

(hb) Section 212(a) of such Act is amended by adding at the end thereof 
the following: “The provisions of this section shall also apply to the insurance 
of any mortgage under section 229 except that compliance with such provisions 
may be waived by the Federal Housing Commissioner in such cases or classes 
of cases in which laborers or mechanics, not otherwise employed at any time on 
the project, voluntarily donate their services without compensation for the pur- 
pose of lowering the costs of construction and the Federal Housing Commissioner 
determines that any amounts thereby saved are fully credited to the nonprofit 
corporation association or other organization undertaking the construction.” 


TITLE III—URBAN RENEWAL 


Sec. 301. Section 101(b) of the Housing Act of 1949 is amended by adding at 
the end thereof a new sentence as follows: “The Administrator shall particularly 
encourage the utilization of local public agencies established by the States to 
operate on a statewide basis in behalf of smaller communities within the State, 
whenever fhat arrangement provides an effective solution to community develop- 
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ment or redevelopment problems in such communities, and is approved by resolu- 
tion or ordinance of the governing bodies of the affected communities.” 

Sec. 302. The first sentence of section 103(b) of the Housing Act of 149 is 
amended to read as follows: “The Administrator, on and after July 1, 1949, 
may, With the approval of the President, contract to make capital grants, with 
respect to projects assisted under this title, and to make grants pursuant to 
subsection (c) of this section, aggregating not to exceed $1,250,000,000, which 
limit Shall be increased by $350,000,000 on the date of enactment of the Housing 
Act of 1959, and by $350,000,000 on July 1 in each of the years 1959 through 19653 ; 
except that any such authorized increase may be increased by additional amounts 
aggregating not more than $150,000,000 in any fiscal year upon a determination 
by the Administrator, with the approval of the President, that such additional 
amounts are necessary to carry out the urban renewal objectives of this title: 
Provided, That the amount of capital grants contracted for under this title prior 
to July 1, 1964, shall not exceed an aggregate of $3,350,000,000.” 

Sec. 303. Section 103(b) of the Housing Act of 1949 is amended by inserting 
before the period at the end thereof a colon and the following: “Provided, That 
any amounts so appropriated shall also be available for repaying to the Secre- 
tary of the Treasury, for application to notes of the Administrator, the principal 
amounts of any funds advanced to local public agencies under this title which 
the Administrator determines to be uncollectible because of the termination of 
activities for which such advances were made, together with the interest paid 
or accrued to the Secretary (as determined by him) attributable to notes given 
by the Administrator in connection with such advances, but all such repayments 
shall constitute a charge against the authorization to make contracts for capital 
grants contained in this section: Provided further, That no such determination 
of the Administrator shall be construed to prejudice the rights of the United 
States with respect to any such advance”’. 

Sec. 304. Section 103 of the Housing Act of 1949 is amended by adding at the 
end thereof a new subsection as follows: 

“(e) The Administrator may contract to make grants for the preparation or 
completion of community renewal programs, which may include, without being 
limited to, (i) the identification of the slum areas or blighted, deteriorated, or 
deteriorating areas in the community, (ii) the measurement of the nature and 
degree of blight and blighting factors within such areas, (iii) determination 
of the financial, relocation, and other resources needed and available to renew 
such areas, (iv) the identification of potential project areas and, where feasible, 
types of urban renewal action contemplated within such areas, and (v) sched- 
uling or programing of urban renewal activities. Such programs shall conform, 
in the determination of the governing body of the locality, to the general plan 
of the locality as a whole. The Administrator may establish reasonable require- 
ments respecting the scope and content of such programs. No contract for a 
grant pursuant to this subsection shall be made, unless the governing body of 
the locality involved has approved the preparation or completion of the com- 
munity renewal program, and the submission by the local public agency of an 
application for such a grant. Notwithstanding section 110(h) or the use in any 
other provision of this title of the term ‘local public agency’ or ‘local public 
agencies’, the Administrator may make grants pursuant to this subsection for 
the preparation or completion of a community renewal program to a single 
local public body authorized to perform the planning work necessary to such 
preparation or completion. No grant made pursuant to this subsection shall 
exceed two-thirds of the cost (as such cost is determined or estimated by the 
Administrator) of the preparation or completion of the community renewal pro- 
gram for which such grant is made.” 

Sec. 305. Section 105(b) of the Housing Act of 1949 is amended by adding 
the following before the semicolon at the end thereof: “: And provided further, 
That, with respect to any improvements of a type which it is otherwise authorized 
to undertake, any Federal agency (as defined in section 3(b) of the Federal 
Property and Administrative Services Act of 1949, as amended, and also includ- 
ing the District of Columbia or any agency thereof) is hereby authorized tv 
become obligated in accordance with this subsection (c), except that clause (ii) 
of this subsection shall apply to such Federal agency only to the extent that 
it is authorized (and funds have been authorized or appropriated and made 
available) to make the improvements involved.” 

Sec. 306. Section 106(e) of the Housing Act of 1949 is amended by striking 
out all before the proviso and inserting in lieu thereof the following: “Not more 
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than 12% per centum of the grant funds provided for in this title shall be ex- 
pended in any one State :”. 

Seo. 307. (a) (1) The first sentence of section 106(f) (2) of the Housing Act 
of 1949 is amended to read as follows: 

(2) As used in this subsection, the term ‘relocation payments’ means pay- 
ments by a local public agency to individuals, families, and business concerns 
for their reasonable and necessary moving expenses and any actual direct losses 
of property except goodwill or profit (which are incurred on and after August 
7, 1956, and for which reimbursement or compensation is not otherwise made) 
resulting from their displacement from an urban renewal area made necessary 
by (i) the acquisition of real property by a local public agency or by any other 
public body, (ii) code enforcement activities undertaken in connection with 
an urban renewal project, or (iii) a program of voluntary rehabilitation of 
buildings or other improvements in accordance with an urban renewal plan: 
Provided, That such payments shall not be made after completion of the 
project or if completion is deferred solely for the purpose of obtaining further 
relocation payments.” 

(2) The second sentence of section 106(f)(2) of the Housing Act of 1949 
is amended by striking out ‘$100 in each place it appears and inserting in 
lieu thereof “$200”. 

(3) No relocation payments under section 106(f) of the Housing Act of 
1949 shall be made for expenses or losses incurred prior to the effective date 
of this Act. except to the extent that such payments were authorized by such 
section as it existed prior to such effective date. 

(b) Section 106 of such Act is further amended by adding at the end thereof 
a new subsection as follows: 

“(g) The Administrator shall require in connection with any urban renewal 
project— 

“(1) with respect to which a contract for capital grants is executed 
under this title, and 
“(2) which involves the redevelopment of any part of an urban renewal 
area for commercial or industrial purposes, 
that business concerns which are displaced from such urban renewal area be 
granted, if and to the extent determined by the governing body of the locality 
to be practicable and desirable, a priority of opportunity to purchase or lease 
commercial or industrial facilities provided in connection with such redevelop- 
ment.” 

Sec. 308. Section 110(b) of the Housing Act of 1949 is amended by striking 
out clause (2) and inserting in lieu thereof the following: 

““(2) shall be sufficiently complete to indicate, to the extent required by the 
Administrator, the general nature of such redevelopment, improvements, and 
rehabilitation as may be proposed to be carried out in the urban renewal areas, 
the general land uses, and general nature of building requirements and density 
standards.” 

Sec. 309. Section 110(c) of the Housing Act of 1949 is amended by striking 
out the second paragraph following the paragraph numbered (6) and inserting 
in lieu thereof the following: 

“Financial assistance shall not be extended under this title with respect to 
any urban renewal area which is not predominantly residential in character 
and which, under the urban renewal plan therefor, is not to be redeveloped for 
predominantly residential uses: Provided, That, if the governing body of the 
local public agency determines that the redevelopment of such an area for 
predominantly nonresidential uses is necessary for the proper development of 
the community, the Administrator may extend financial assistance under this 
title for such a project: Provided further, That the aggregate amount of capital 
grants contracted to be made pursuant to this title with respect to such projects 
shall not exceed 15 per centum of the aggregate amounts of grants authorized 
by this title to be contracted for.” 

Sec. 310. Section 110(d) of the Housing Act of 1949 is amended by adding at 
the end thereof the following new paragraph: 

“Notwithstanding any other provision of this subsection, in any community for 
which there exists a General Neighborhood Renewal Plan meeting the require- 
ments of subsection (d) of section 102 hereof or a community renewal program 
meeting the requirements of the Administrator established pursuant to section 
103(c) hereof, no subsequent donation or provision of a public improvement or 
public facility of a type falling within the purview of this subsection shall be 
deemed to be ineligible as a local grant-in-aid for any project in conformity with 
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such General Neighborhood Renewal Plan or such community renewal program 
solely on the basis that the construction of such improvement or facility was 
commenced without notification to the Administrator or prior to Federal recog- 
nition of such project, if such construction was commenced not more than five 
years prior to the authorization by the Administrator of a contract for loan or 
capital grant for the project.” 

Sec. 311. Section 110(e) of the Housing Act of 1949 is amended by striking 
out the first sentence and inserting in lieu thereof the following : 

“(e) ‘Gross project cost’ shall comprise (1) the amount of the expenditures 
by the local pub'ic agency with respect to any and all undertakings necessary to 
carry out the project (including the payment of carrying charges, but not beyond 
the point where the project is completed), and (2) the amount of such local 
grants-in-aid as are furnished in forms other than cash. There may be included 
as part of the gross project cost, under any contract for loan or grant heretofore 
or hereafter executed under this title, with respect to moneys of the local 
public ageney which are actually expended and outstanding for undertaking: 
(other than in the form of local grants-in-aid) necessary to carry out the 
project, in the absence of carrying charges on such moneys, an amount in lieu 
of carrying charges which might otherwise have been payable thereon for the 
period such moneys are expended and outstanding but not beyond the point 
where the project is completed, computed for each six-month period or portion 
thereof, at an interest rate equivalent to the simple average yield per annum on 
new issues of United States Government ninety-one day Treasury bills issued 
during the ten weeks immediately prior to January 1 and July 1 of such six- 
month period: Provided, That such amount may be computed on the net total 
of all such moneys of the local public agency remaining expended and outstand- 
ing. less other moneys received from the project undertaken in excess of the 
project expenditures, in all projects of the local public agency under this title, 
and allocated, as the Administrator may determine, to each of such projects. 
With respect to a project for which a contract for capital grant has been 
executed on a three-fourths basis pursuant to the proviso in the second sentence 
of section 103(a), gross project cost shall include, in lieu of the amount specified 
in clause (1) above, the amount of the expenditures by the local public agency 
with respect to the following undertakings and activities necessary to carry out 
such project: 

“(i) aequisition of land (but only to the extent of the consideration paid 
to the owner and not title, appraisal, negotiating, legal, or any other expen- 
ditures of the local public agency incidental to acquiring land), disposition 
of land, demolition and removal of buildings and improvements, and site 
preparation and improvements, all as provided in paragraphs (1), (2), 
(3), (4), and (6) of section 110(c) ; and 

“(ii) the payment of carrying charges related to the undertakings in 
clause (i) (including amounts in lieu of carrying charges as determined 
above), exclusive of taxes and payments in lieu of taxes but not beyond the 
point where such a project is completed ; 

but not the cost of any other undertakings and activities (including, but without 
being limited to, the cost of surveys and plans, legal services of any kind, and 
all administrative and overhead expenses of the local public agency) with re- 
spect to such project.” be 

Sec. 312. Section 110(g) of the Housing Act of 1949 is amended— 

(1) by striking out of the first sentence “is approved” and inserting in 
lieu thereof “for any project under this title is authorized” ; 

(2) by inserting in the second sentence after “Any” the word “such”: and 

(3) by striking out of the second sentence “contract is revised or super- 
seded by such later contract” and inserting in lieu thereof “later contract 
is authorized”. 

Sec. 313. The Housing Act of 1949 is amended— 

(1) by striking out the word “capital” in section 100, the second sentence 
of section 103(b), and in sections 106(a)(3), 106(b), 106(c) (6), 106 
(c) (8), and 106(e) ; 

(2) by inserting in section 101(a) after the word “title” in the first place 
where it appears therein “or for grants pursuant to subsection (c) of section 
103 hereof” ; and 

y (3) by adding at the end of section 110 a new subsection as follows: 

(k) ‘Federal recognition’ means execution of any contract for financial 
assistance under this title or concurrence by the Administrator in the commence- 
ment, without such assistance, of surveys and plans.” 
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Sec. 314. The requirement in section 110(d) of the Housing Act of 1949 that 
the assistance given by a State, municipality, or other public body under that 
section shall be in connection with a project on which a contract for capital 
grant has been made under title I of that Act shall not apply to assistance pro- 
vided during the period from January 1, 1957, through December 31, 1958, in 
connection with (1) urban renewal activities which, at the time that the assist- 
ance was given, had not been extended recognition as a project to be assisted 
under that title solely because of then existing limitations on the authority of 
the Housing and Home Finance Administrator to make capital grants under 
that title or to reserve funds for such purpose, or (2) urban renewal activities 
which were extended such recognition within sixty days after the provision of 
such assistance was initiated. 

Sec. 315. (a) Section 701 of the Housing Act of 1954 is amended by striking 
out in the first sentence the language after the parenthetical clause and inserting 
in lieu thereof the following: “to (1) cities and other municipalities having a 
population of less than 25,000 according to the latest decennial census, and (2) to 
any group of adjacent communities, either incorporated or unincorporated, having 
a total population of less than 25,000 according to the latest decennial census and 
having common or related urban planning problems resulting from rapid urbani- 
zation. 

(b) Such section is further amended by striking out “$10,000,000” and inserting 
in lieu thereof **$20,000,000”. 


TITLE IV—LOW-RENT HOUSING 


Sec. 401. The first section of the United States Housing Act of 1937 is amended 
by adding at the end thereof the following: “In the development of public housing 
it shall be the policy to make adequate provision for larger families and for 
elderly families, and to acquire existing dwellings for public housing use when 
appropriate and economical. In the administration of public housing it shall be 
the policy to vest in local public agencies full responsibility for the establishment 
of rents and eligibility requirements (subject to income limit ceilings hereinafter 
provided), the preparation of budgets, the control of expenditures, and the 
provision of such social and recreational guidance as is necessary in assisting 
families to become good tenants and citizens of the larger community.” 

Sec. 402. (a) Paragraph (1) of section 2 of the United States Housing Act of 
1937 is amended to read as follows: 

“(1) The term ‘low-rent housing’ means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and adminis- 
tered to promote serviceability, efficiency, economy, and stability, and embraces 
all necessary appurtenances thereto. The dwellings in low-rent housing shall be 
available solely for families of low income.” 

(b) Paragraph (7) (b) of section 15 of such Act is amended to read as follows: 

“(b) The Authority shall not make any contract for loans (other than prelim- 
inary loans) or for annual contributions pursuant to this Act with respect to any 
low-rent housing project initiated after March 1, 1949, unless the governing body 
of the locality involved has entered into an agreement with the public housing 
agency providing for the local cooperation required by the Authority pursuant to 
this Act.” 

(c) Paragraph (8) (a) of section 15 of such Act is amended to read as follows: 

“(a) the public housing agency shall fix maximum income limits for the ad- 
mission and for the continued occupancy of families in such housing, and shall 
also fix the exemptions, if any, from net family income which shall be allowed 
in applying such income limits. In fixing income limits, the public housing 
agency shall determine (with the approval of the Authority), for dwellings of 
various sizes, the lowest annual rentals (or equivalent costs of owned homes), 
including the value or cost to the tenants of water, gas, other heating and cook- 
ing fuels, and other utilities, at which private enterprise unaided by public sub- 
sidy is providing (through new construction and available existing structures) 
a substantial supply of decent, safe, and sanitary housing toward meeting the 
need of an adequate volume thereof. The income limits fixed by the public 
housing agency for families of various sizes and compositions shall be such that 
(A) no family shall be eligible for admission whose net annual income, less ex- 
emptions, exceeds five times such lowest annual rental, less 20 per centum, of a 
dwelling of the size needed by such family, except that in the case of a family 
entitled to a first preference as provided in section 10(g) 20 per centum need 
not be deducted from such lowest annual rental; and (B) no family shall be 
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eligible for continued occupancy whose net annual income, less exemptions ex- 
ceeds five times such lowest annual rental of a dwelling of the size needed by 
such family. In determining eligibility for admission the public housing agency 
may exempt not more than $600 of the income of each member of the family 
other than the principal income recipient and not more than the annual pay- 
ments made by the United States Government to any member of the family for 
disability or death occurring in connection with military service; and in deter- 
mining eligibility for continued occupancy the public housing agency may ex- 
empt (i) not more than the total annual income of minor members of the family, 


other than the principal income recipient and his spouse, (ii) not more than | 


$600 of the income of any other member of the family, other than the principal 


income recipient, and (iii) not more than the annual payments made by the | 


United States Government to any member of the family for disability or death 
occurring in connection with military service ;”’. 

(d) Paragraph (8)(b) of section 15 of such Act is amended by striking out 
clause (i) and inserting in lieu thereof the following: “(i) had an income for 
eligibility not exceeding the maximum income limits fixed by the public housing 
agency ;”’. 

(e) Paragraph (8)(d) of section 15 of such Act is amended by striking out 
“(and approved by the Authority)”. 

(f) Section 502(b) of the Housing Act of 1948 is amended by striking out the 
last sentence thereof. 

Sec. 403. (a) Section 10(b) of the United States Housing Act of 1937 is 
amended to read as follows: 

“(b) Annual contributions shall be strictly limited to the amounts necessary, 


in the determination of the Authority, to assure the repayment of all sums bor- | 


rowed by the public housing agency to finance the development or acquisition 
cost of a project together with the interest, as contracted for from time to time, 
on the sums so borrowed; except that the fixed contribution payable annually 
under any contract shall in no event exceed a sum equal to the annual yield, at 
the applicable going Federal rate plus 2 per centum, upon the development or 


acquisition cost of the low-rent housing or slum clearance project involved. | 
The contract for annual contributions shall provide for their payment over a | 


fixed period of years, to be determined by the Authority, which shall in no event 
exceed 40 years from the date of the first annual contribution for the project 
is paid. When payment of all sums borrowed (or provisions for such payment) 
has been made, annuall contributions shall cease.” 

(b) Section 10(c) of such Act is amended to read as follows: 

“(c) Every contract for annual contributions shall provide that whenever in 
any year the receipts of a public housing agency in connection with a low-rent 
housing project exceed its expenditures (including debt service, administration, 
maintenance, establishment of reserves, and other costs and charges), an amount 
equal to such excess shall be divided (i) one-third to the public housing agency 
solely for low-rent housing use, which use shall be reported by the public housing 
agency in its annual certificaton to the Authority pursuant to this subsection, 
and (ii) two-thirds for repayment of outstanding development or acquisition 
loans in connection with the project either through immediate repayment or estab- 
lishment of a sinking fund. Every contract for annual contributions shall require 
that the public housing agency and its chairman shall annually, after an inde- 
pendent audit made by and certified to by the State auditor or other appropriate 
State official or by a public accountant of recognized standing of the books and 
accounts of the public housing agency, transmit a copy of such audit and certify 
to the Authority that the agency has complied with the provisions of this Act 
and that the financial statements are true and correct. Such certification shall, 
in the absence of fraud or of evidence of waste or neglect, or expenditures which 
are not reasonably compatible with the operation of low-rent public housing, or 
extravagance, disclosed by financial postaudits pursuant to sections 814 and 816 
of the Housing Act of 1954, and in the absence of evidence of violation of the 
provisions of this Act, be accepted as final and conclusive by all officers of the 
Federal Government: Provided, That no provision of this section limits or 
reduces the authority of the General Accounting Office to audit expenditures 
under this Act.” 

(c) Section 22(b) of such Act is amended by striking out in the proviso 
thereto the following: “proviso of subsection 10(b), or, where applicable, the 
second proviso of subsection 10(c)”, and inserting in lieu thereof the following : 
“sentence of section 10(b)”. 
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Sec. 404. Section 10(i) of the United States Housing Act of 1937 is amended— 
(1) by striking out “by thirty-five thousand additional dwelling units on 
July 1, 1957” and inserting in lieu thereof “(1) by thirty-five thousand addi- 
tional dwelling units on July 1, 1957, and (2) by seventeen thousand five 
hundred additional dwelling units on July 1, 1959”; and 
(2) by striking out the first proviso and inserting in lieu thereof the fol- 
lowing: “Provided, That the authority to enter into new contracts for annual 
contributions with respect to each such thirty-five thousand, or seventeen 
thousand five hundred, additional dwelling units, as the case may be, shall 
terminate four years after the first date on which such authority may be 
exercised under the foregoing provisions of this subsection :”. 

Src. 405. (a) The United States Housing Act of 1937 is amended by inserting 
after section 29 a new section, as follows: 

“Sec. 30. Upon the request of any local public agency, the Authority is author- 
ized and directed to amend any or all of its contracts with the local public agency 
so as to bring such contracts into conformity with the provisions of this Act in 
effect on the date of such request: Provided, That contracts may not be amended 
or superseded in a manner which would impair the rights of the holders of any 
outstanding obligations of the public housing agency involved which are secured 
by any of the provisions of such contracts.” 

(b) Sections 30 and 31 of such Act, as they existed prior to the amendment 
made in subsection (a) of this section, are redesignated as sections 31 and 32, 
respectively. 

Sec. 406. Section 107 of the Housing Act of 1949 is amended to read as 
follows: 

“Sec. 107. When it appears in the public interest that an urban renewal 
project area should be used in whole or in part as a site for a low-rent housing 
project assisted under the United States Housing Act of 1937, as amended, the 
site shall be made available to the local housing agency undertaking the housing 
project at a price equal to the amount, as determined by the Administrator, 
which would be charged if it were disposed of to private enterprise for lowest 
rental housing, and such amount shall be included as part of the development 
eost of the low-rent housing project: Provided, That the local contribution in 
the form of tax exemption or tax remission required by section 10(h) of the 
said Act with respect to the low-rent housing project into which such land is 
incorporated shall (if covered by a contract which, in the determination of the 
Public Housing Commissioner, and without regard to the requirements of the 
first proviso of said section 10(h), will assure that such local contribution will 
be made during the entire period that the project is used as low-rent housing 
within the meaning of the said Act) be accepted as a local grant-in-aid equal 
in amount, as determined by the Administrator, to one-half (or one-third in 
the case of a project on a three-fourths capital grant basis) of the difference 
between the cost of such land (including costs of clearance if any) and its sales 
price, and shall be considered a local grant-in-aid furnished in a form other 
than cash within the meaning of section 110(e) of this title.” 


TITLE V—COLLEGE HOUSING 


Sec. 501. Section 401(d) of the Housing Act of 1950 is amended to read as 
follows: 

“(d) To obtain funds for loans under this title, the Administrator may issue 
and have outstanding at any one time notes and obligations for purchase by 
the Secretary of the Treasury in an amount not to exceed $1,325,000,000: Pro-. 
vided, That the amount outstanding for other educational facilities, as defined 
herein, shall not exceed $150,000,000: Provided further, That the amount out- 
standing for hospitals, referred to in clause (2) of section 404(b) of this title 
shall not exceed $75,000,000.” 

Sec. 502. (a) Title IV of the Housing Act of 1950 is amended by adding 
at the end thereof new sections as follows: 


“LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


“Sec. 405. (a) In addition to the other purposes for which financial assist- 
ance may be extended under this title, the Administrator may make loans to 
educational institutions for (1) the construction of new structures suitable 
for use as classrooms, laboratories, ahd related facilities (including initial 
equipment, machinery, and utilities) necessary or appropriate for the instruc- 
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tion of students or the administration of the institution, and (2) the reha- 
bilitation, alteration, conversion, or improvement of existing structures for the 
uses described above if such structures are otherwise inadequate for such uses. 
As used in this section, the term ‘education institution’ means any education 
institution offering at least a two-year program acceptable for full credit toward 
a bacealaureate degree, including any public educational institution, or any 
private educational institution no part of the net earnings of which inures to 
the benefit of any private shareholder or individual. 

“(b) Any educational institution which, prior to the effective date of this ses- 
sion, has contracted for the construction, rehabilitation, alteration, conversion, 
or improvement of any structures for the uses described in subsection (a) above 
may, in connection therewith, receive loans authorized by this section, as the 
Administrator may determine, but no such loan shall be made in connection with 
the construction, rehabilitation, alteration, conversion, or improvement of any 
such structure if the work thereon was commenced prior to the effective date of 
this section, or was completed prior to the filing of an application under this 
section. 

“GUARANTY CONTRACTS 


“Sec. 406. (a) In addition to his other authority under this title, the Adminis- 
trator may enter into a contract, to be known as a Debt Service Guaranty Con- 
tract, pursuant to which the Administrator may guarantee the payment of the 
principal of and interest on the bonds of an educational institution, if the bonds 
are to be issued and sold to investors other than the United States in financing 
(1) the construction of new structures suitable for use as classrooms, labora- 
tories, and related facilities (including the initial equipment, machinery, and 
utilities) necessary or appropriate for the instruction of students or the admin- 
istration of the institution, and (2) the rehabilitation, alteration, conversion, or 
improvement of existing structures for the uses described above if such struc- 
tures are otherwise inadequate for such uses: Provided, That no application for 
a loan under section 405 of this title shall be denied approval because a Debt 
Service Guaranty Contract may be available to the applicant. The Debt Service 
Guaranty Contract shall obligate the Administrator, so long as such bonds are 
outstanding, to pay to a trustee under an indenture securing the bonds, such 
amounts which, when added to the moneys available from the revenues or funds 
pledged by such institution as security for the bonds (including all reserve funds 
therefor), may be needed to make the payments due on the bonds. The aggregate 
principal amount of such guaranteed bonds outstanding at any one time shall 
not exceed $250,000,000. 

“(b) (1) For the purposes of this section the Administrator is authorized to 
establish a fund to be known as the College Housing Guaranty Fund. 

(2) All fees received in connection with guaranties issued under this section, 
all funds borrowed from the Secretary of the Treasury pursuant to subsection 
(d), all earnings on the assets of the College Housing Guaranty Fund, all ap- 
propriations for carrying out functions under this section, and all other receipts 
of the Administrator in connection with the performance of his functions under 
this section shall be deposited in the Fund. All payments to trustees under 
subsection (a), repayments to the Secretary of the Treasury of sums borrowed 
from him pursuant to subsection (d), and all administrative expenses and any 
other expenses of the Administrator in connection with the performance of his 
functions under this section shall be paid from the College Housing Guaranty 
Fund. Moneys in the Fund may be invested in obligations of the United States, 
or in obligations guaranteed as to principal and interest by the United States, 
or in obligations eligible for investment of public funds. Such obligations may 
be sold and the proceeds derived therefrom may be reinvested, as herein provided, 
if deemed advisable by the Administrator. Income from such investment or re- 
investment shall be deposited in the Fund. 

“(e) The Administrator is authorized to charge and collect a fee, as a con- 
sideration for the Government’s guaranty of the loan, to cover administrative 
and other expenses in carrying out his functions under this section and to 
establish a reserve for losses. Such fee may be included in the amount of the 
bonds guaranteed. 

“(d) To carry out the purpose of this section the Administrator is authorized 
to issue to the Secretary of the Treasury from time to time notes or other 
obligations for purchase by the Secretary of the Treasury in amounts sufficient, 
together with any funds in the College Housing Guaranty Fund, to make 
payments of principal and interest on all bonds guaranteed under this section 
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in accordance with the Debt Service Guaranty Contract. In the issuance of 
such notes or other obligations, the Administrator and the Secretary of the 
Treasury shall be governed by the provisions of, and exercise the authorities 
granted them respectively by section 401(e), it being the intention thereof to 
make the provisions and authorities of said section 401(e) applicable to the 
notes and other obligations authorized and issued pursuant to this section. 

“(e) The provisions of paragraph (b) of section 402 shall be inapplicable 
to funds made available to the Administrator in carrying out his functions 
under this section.” 

(b) Title IV of such Act is further amended by— 

(1) striking out “nousiInG” in the heading of such title and inserting in 
lieu thereof “LOANS”: 

(2) striking out “FEDERAL” in the heading of section 401 and inserting 
in lieu thereof ‘COLLEGE HOUSING” ; 

(3) inserting after “loan” in clause (1) of the first proviso to section 
401(a) the following: “(including any loan under section 405 of this title)”; 

(4) striking out “A loan to an educational institution may be in an 
amount not exceeding the total development cost of the facility, as deter- 
termined by the Administrator” in section 401(¢c) and inserting in lieu 
thereof the following: “A loan under this section to an educational insti- 
tution may be in an amount not exceeding the total development cost of 
the facility, as determined by the Administrator, and a loan under section 
405 of this title to an educational institution may be in an amount not 
exceeding the cost of construction of the structures involved (including 
related facilities), and the land on which the structures are located, as 
determined by the Administrator” : 

(5) inserting “(1)” immediately before the text of subsection (d) of 
section 401, by striking out “under this title” in such subsection (d) and 
inserting in lieu thereof “under subsection (a) of this section’, and by 
adding at the end of such subsection (d) a new paragraph as follows: 

“(2) In addition to the notes and other obligations authorized in para- 
graph (1) of this subsection, the Administrator may issue to the Secretary. 
from time to time and have outstanding at any one time, in an amount not 
exceeding $125,000,000, notes and other obligations for the purpose of 
carrying out the provisions of section 405 of this title.” : 

(6) striking out section 401(f) and inserting in lieu thereof the following: 

“(f) There are hereby authorized to be appropriated to the Administrator such 
sums as may be necessary to carry out the purposes of this title.” 

(7) inserting before the semicolon in section 402(c)(2) a colon and the 
following: “Provided, That the Administrator shall extend financial assist- 
ance to educational institutions under section 405 only after consultation 
with, and in accordance with the advice and recommendation of, said Office 
of Education”. 

(8) inserting “or guaranteed” after “made’ 
graph (4) of section 402(c) ; 

(9) adding the following new subsection at the end of section 402: 

“(e) The provisions of section 309 of the Independent Offices Appropriation 
Act, 1950 (Public Law 81-266 ; 63 Stat. 662), which are applicable to corporations 
or agencies subject to the Government Corporation Control Act, shall also be 
applicable to the activities of the Administrator under this title.” 

(10) inserting after “For the purposes of this title.” in section 404 the 
following: “except as otherwise provided in section 405,” 

(11) adding a new subsection at the end of section 404 as follows: 

“(i) ‘Bonds’ mean any bonds, notes, interim certificates, certificates of indebt- 
edness, debentures, or other obligations.” 


in the first sentence of para- 


TITLE VI—ARMED SERVICES HOUSING 


Sec. 601. (a) Section 803(a) of the National Housing Act is amended by strik- 
ing out “June 30, 1959” and inserting in lieu thereof “June 30, 1960.” 

(b) The second sentence of paragraph 8 of section 803(b) of such Act is 
amended by striking out “twenty-five” and inserting in lieu thereof “thirty”. 

Sec. 602. (a) Title VIII of the National Housing Act is amended by adding at 
the end thereof a new section as follows: 

“Src. 810. (a) Notwithstanding any other provision of this title, the Com- 
missioner may insure and make commitments to insure any mortgage under this 
section which meets the eligibility requirements hereinafter set forth. 
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“(b) No mortgage shall be insured under this section unless the Secretary of 
Defense or his designee shall have certified to the Commissioner that (1) the 
housing which is covered by the insured mortgage is necessary in the interest 
of national defense in order to provide adequate housing for military per- 
sonnel and essential civilian personnel serving or employed in connection with 
an installation of one of the armed services of the United States, (2) there is no 
present intention to curtail substantially the number of such personnel assigned 
or to be assigned to the installation, (3) adequate housing is not available for 
such personnel at reasonable rentals within reasonable commuting distance of 
such installation, and (4) the mortgaged property will not so far as can be 
reasonably foreseen substantially curtail occupancy in any existing housing in 
the vicinity of the installation if such housing is covered by mortgages insured 
under this Act. Any such certificate issued by the Secretary of Defense or his 
designee shall be conclusive evidence to the Commissioner of the eligibility of the 
mortgage for insurance in accordance with the requirements of this subsection. 

“(e) The Commissioner may accept any mortgage for insurance under this 
section without regard to any requirement in any other section of this Act 
that the property or project be economically sound. 

“(d) The Commissioner shall require each project covered by a mortgage 
insured under this section to be held for rental for a period of not less than 
five years after the project or dwelling is made available for initial occupancy 
or until advised by the Secretary of Defense or his designee that the housing 
may be released from such rental condition. Priority in the sale or rental of 
dwellings covered by a mortgage insured under this section shall be required and 
given to military personnel and essential civilian employees of the armed 
services, and employees of contractors for the armed services, as evidenced by 
certification issued by the Secretary of Defense or his designee. Such certificate 
shall be conclusive evidence to the Commissioner of the employment status of 
the person requiring housing and of such person’s need for the housing. 

“(e) For the purpose of providing multifamily rental housing projects or 
housing projects consisting of individual single family dwellings for sale, the 
Commissioner is authorized to insure mortgages (including advances on such 
mortgages during construction) which cover property held by (1) Federal or 
State instrumentalities, municipal corporate instrumentalities of one or more 
States, or limited dividend or redevelopment or housing corporations restricted 
by Federal or State laws or regulations of State banking or insurance depart- 
ments as to rents, charges, capital structure, rate of return, or methods of opera- 
tion, or (2) private corporations, associations, cooperative societies, or trusts. 
Any such mortgagor shall possess powers necessary therefor and incidental 
thereto and shall until the termination of all obligations of the Commissioner 
under such insurance be regulated or restricted as to rents or sales, charges, 
capital structure, rate of return, and methods of operation to such extent and 
in such manner as to provide reasonable rentals to tenants and a reasonable 
return on the investment. The Commissioner may make such contracts with, 
and acquire for not to exceed $100 such stock or interest in, any such corpora- 
tion, association, cooperative society, or trust as he may deem necessary to render 
effective such restriction or regulation. Such stock or interest shall be paid for 
out of the Armed Services Housing Mortgage Insurance Fund, and shall be 
redeemed by the corporation, association, cooperative- society, or trust at par 
upon the termination of all obligations of the Commissioner under the insurance. 

“(f) To be eligible for insurance under this section, a mortgage on any multi- 
family rental property or project shall involve a principal obligation in an 
amount (1) not to exceed $12,500,000 or, if executed by a mortgagor coming 
within the provisions of subsection (e) (1) of this section, not to exceed $50,000,- 
000, or (2) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,500 per room (or $9,000 per family unit if the 
number of rooms in such property or project is less than four per family unit), 
and not to exceed 90 per centum of the estimated value of the property or project 
when the proposed physical improvements are completed: Provided, That as to 
projects which consist of elevator-type structures and to compensate for the 
higher costs incident to the construction of elevator-type structures of sound 
standards of construction and design, the Commissioner may, in his diseretion, 
increase the aforesaid dollar amount limitations per room or per family unit 
(as may be applicable to the particular case) within the following limits: 
(i) $2,500 per room to not to exceed $3,000; (ii) $9,000 per family unit to not 
to exceed $9,400; except that the Commissioner may, by regulation, increase 
any of the foregoing dollar amount limitations per room contained in this para- 
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graph by not to exceed $1,000 per room in any geographical area where he finds 
that cost levels so require. 

“(g) To be eligible for insurance under this section, a mortgage on any 
property or project constructed for eventual sale of single family dwellings shall 
involve a principal obligation in an amount not to exceed $12,500,000 and not 
to exceed a sum computed on the basis of a separate mortgage for each single 
family dwelling (irrespective of whether such dwelling has a party wall or 
is otherwise physically connected with another dwelling or dwellings) comprising 
the property or project equal to the total of each of the maximum principal 
obligations of such mortgages which would meet the requirements of section 
203(b) (2) of this Act, if the mortgagor were the owner and occupant who had 
made the required payment on account of the property prescribed in such 
paragraph. 

“(h) Any mortgage insured under this section shall provide for complete 
amortization by periodic payments within such terms as the Commissioner may 
prescribe but not to exceed the maximum term applicable to mortgages under 
section 207 of this Act and shall bear interest (exclusive of premium charges 
for insurance) at not to exceed the rate applicable to mortgages insured under 
section 207, except that individual mortgages of the character described in sub- 
section (g) covering the individual dwellings in the project may have a term 
not in excess of the maximum term applicable to mortgages insured under 
section 203 of this Act or the unexpired term of the project mortgage at the 
time of the release of the mortgaged property from such project mortgage, which- 
ever is the greater, and shall bear interest at not to exceed the rate applicable 
to mortgages insured under section 203. The Commissioner may consent to 
the release of a part or parts of the mortgaged property from the lien of the 
mortgage upon such terms and conditions as he may prescribe and the mort- 
gage may provide for such release, and a mortgage of the character described 
in subsection (g) of this section may provide that, at any time after the release 
of the project from the rental period prescribed by subsection (d), such mort- 
gage may be replaced, in whole or in part, by individual mortgages covering each 
individual dwelling in the project in amounts not to exceed the unpaid balance 
of the blanket mortgage allocable to the individual property. Each such indi- 
vidual mortgage may be insured under this section. Property covered by a 
mortgage insured under this section may include eight or more family units and 
may include such commercial and community facilities as the Commissioner 
deems adequate to serve the occupants. 

“(i) The provisions of subsections (d), (e), (g), (hb), (i), (j), Ck), (1), (m), 
(n), and (p) of section 207 of this title shall be applicable to mortgages insured 
under this section except individual mortgages of the character described in 
subsection (g) of this section covering the individual dwellings in the project, 
and as to such individual mortgages the provisions of subsections (a), (c), (d), 
(e), (f), (2), (h), and (j) of section 204 shall be applicable: Provided, That 
wherever the words ‘Fund,’ ‘Mutual Mortgage Insurance Fund,’ or ‘Housing 
Insurance Fund’ appear in section 204 or 207, all such reference shall refer 
to the Armed Services Housing Mortgage Insurance Fund with respect to 
mortgages insured under this section. 

“(j) The provisions of sections 801, 802, 803(c), S03(i), 803(j), S804(a), 
804(b), and 807 and the provisions of section 803(a) relating to the aggregate 
amount of all mortgages insured and the expiration date of the Commissioner’s 
authority to insure under this title shall be applicable to mortgages insured 
under this section. 

“(k) If the Commissioner determines that insurance of mortgages on any 
housing of the type described in this section is not an acceptable risk, he may 
require the Secretary of Defense to guarantee the Armed Services Housing 
Mortgage Insurance Fund from loss with respect to mortgages insured pursuant 
to this section. There are hereby authorized to be appropriated such sums 
as may be necessary to provide for payment to meet losses arising from such 
guaranty.” 

(b) Section 808 of such Act is amended by striking out “The” and inserting 
in lieu thereof the following: “Except in the case of mortgages on multifamily 
rental housing projects insured under section 810, the”. 

(c) Section 212 (a) of such Act is amended by striking out “or under 
= VIII” and inserting in lieu thereof “or under section 803 or 810 of title 

Iii’, 

(d) Section 305(f) of such Act is amended by inserting “or 810” after “S809”. 

Sec. 603. (a) The first sentence of section 404(a) of the Housing Amend- 
ments of 1955 is amended to read as follows: “Whatever the Secretary of 
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Defense or his designee deems it necessary for the purpose of this title, he may 
acquire by purchase, donation, condemnation, or other means of transfer, any land 
or (with the approval of the Federal Housing Commissioner) (1) any housing 
financed with mortgages insured under title VIII of the National Housing 
Act as in effect prior to August 11, 1955, or (2) any housing situated adjacent to 
a military installation which was (A) completed prior to July 1, 1952; (B) 
certified by the Department of Defense, prior to construction, as being necessary 
to meet an existing military family housing need and considered as military 
housing by the Federal Housing Commissioner, and (C) financed with mortgages 
insured under section 207 of the National Housing Act.” 

(b) Section 404(b) of the Housing Amendments of 1955 is amended by striking 
out “constructed under the mortgage insurance provisions of title VIII of the 
National Housing Act (as in effect prior to the enactment of the Housing 
Amendments of 1955)”, and inserting in lieu thereof the following: “described 
in clause (1) or (2) of subsection (a) of this section.” 

(c) Section 407(f) of the Act entitled “An Act to authorize certain construc- 
tion at military installations, and for other purposes”, approved August 30, 
1957, is amended to read as follows: 

“(f) This section shall have no application to any housing described in clause 
(1) or (2) of section 404(a) of the Housing Amendments of 1955, as amended.” 

Sec. 604. (a) Section 404(c) of the Housing Amendments of 1955 is amended 
to read as follows: 

“(e)(1) Condemnation proceedings instituted pursuant to this section shall 
be conducted in accordance with the provisions of the Act of August 1, 1888 
(25 Stat. 357: 40 U.S.C. 257). as amended, or any other applicable Federal 
statute. Before any such condemnation proceedings are instituted, an effort 
shall be made to acquire the property involved by negotiation. In any such 
condemnation proceedings, and in the interests of expedition, the issue of just 
compensation shall be determined by a commission of three persons to be ap- 
pointed by the court. One of the persons so appointed shall be selected from a 
panel of qualified, disinterested persons submitted by the Secretary of Defense, 
or his designee, and one of the persons so appointed shall be selected from a 
panel of qualified, disinterested persons submitted by the owner of the property 
with respect to which the proceedings are instituted. Any commission appointed 
hereunder shall give full consideration to replacement costs and fair deprecia- 
tion, and shall have the powers of a master provided in subdivision (c) of 
Rule 53 of the Federal Rules of Civil Procedure and proceedings before it shall 
be governed by the provisions of paragraphs (1) and (2) of subdivision (4d) 
of such rule. Its action and report shall be determined by a majority and its 
findings and report shall have the effect, and be dealt with by the court in 
accordance with the practice prescribed in paragraph (2) of subdivision (e) 
of such rule. Trial of all issues, other than just compensation, shall be by 
the court. 

“(2) In any condemnation proceedings instituted pursuant to this section, 
the court shall not order the party in possession to surrender possession in 
advance of final judgment unless a declaration of taking has been filed, and a 
deposit of the amount estimated to be just compensation has been made, under 
the first section of the Act of February 26, 1931 (46 Stat. 1421), providing for 
such declarations. Unless title is in dispute, the court. upon application, shall 
promptly pay to the owner at least 75 per centum of the amount so deposited, 
but such payment shall be made without prejudice to any party to the proceed- 
ing. In the event that condemnation proceedings are instituted in accordance 
with procedures under such Act of February 26, 1931, the court shall order 
that the amount deposited shall be paid in a lump sum or over a period not 
exceeding five years in accordance with stipulations executed by the parties 
in the proceedings. In connection with condemnation proceedings which do 
not utilize the procedures under such Act, the Secretary or his designee, after 
final judgment of the court, may pay or agree to pay in a lump sum or, in 
accordance with stipulations executed by the parties to the proceedings, over 
a period not exceeding five years the difference between the outstanding prin- 
cipal obligation, plus accrued interest, and the price for the property fixed by 
the court. Unless such payment is made in a lump sum, the unpaid balance 
thereof shall bear interest at the rate of 4 per centum per annum.” 

(b) The amendment made by this section shall be applicable to any con- 
demnation proceedings instituted pursuant to section 404 of the Housing Amend- 
ments of 1955 in which a final adjudication of just compensation has not been 
made on the date of enactment of this Act. 
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TITLE VII—MISCELLANEOUS 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 701. (a) Section 302(b) of the National Housing Act is amended by 
adding the following before the period: “, except that with respect to mortgages 
purchased under section 304 the principal obligation shall not exceed $20,000”, 

(b) The second sentence of section 305(b) of such Act is amended by strik- 
ing out “1958” and inserting in lieu thereof “1960”. 


FARM HOUSING RESEARCH 


Sec. 702. Section 602(c) of the Housing Act of 1957 is amended to read as 
follows: 

“(e) The authority of the Housing and Home Finance Agency to make grants 
under subsection (b) shall expire June 30, 1962. The total amount of such 
grants shall not exceed $300,000 during each of the fiscal years ending June 
30, 1958, and June 30, 1959, and shall not exceed $100,000 during each of the 
fiscal years beginning July 1, 1959, and ending June 30, 1962.” 


SURVEYS OF PUBLIC WORKS PLANNING 


Sec. 703. Section 702 of the Housing Act of 1954 is amended by adding at the 
end thereof the following subsection : 

“(f) The Administrator is authorized to use during any fiscal year not to 
exceed $50,000 of the moneys in the revolving fund (established under subsec- 
tion (e) to conduct surveys of the status and current volume of State and local 
public works planning and surveys of estimated requirements for State and 
local public works: Provided, That the Administrator, in conducting any such 
survey, may utilize or act through any Federal department or agency with its 
consent.” 

SERVICEMEN’S READJUSTMENT ACT OF 1944 


Sec. 704. (a) Section 500(d) of the Servicemen’s Readjustment Act of 1944 
is amended by inserting before the period at the end of the first sentence a 
comma and the following: “or (3) by any Federal- Housing Administration 
approved mortgagee designated by the Federal Housing Commissioner as a cer- 
tified agent and which is acceptable to the Administrator”. 

(b) (1) Section 504(c) of such Act is amended by adding at the end thereof 
a new sentence as follows: “The Administrator may also refuse to appraise any 
dwelling or housing project owned, sponsored, or to be constructed by any person 
refused the benefits of participation under the National Housing Act pursuant 
to a determination of the Federal Housing Commissioner under section 512 
of that Act.” 

(2) Section 514 of such Act is amended by adding at the end thereof a new 
sentence as follows: “The Administrator may also refuse either temporarily or 
permanently to guarantee or insure any loans made by a lender or holder refused 
the benefits of participation under the National Housing Act pursuant to a 
determination of the Federal Housing Commissioner under section 512 of that 
Act.” 

(c) Section 514(d) of such Act is amended by adding at the end of the first 
sentence a new sentence as follows: “In addition, the Secretary shall make 
available to the Administrator such additional sums not in excess of $300,000,000 
as the Administrator may request.” 


DISPOSAL OF PROJECTS 


Sec. 705. (a) Section 607 of the Act of October 14, 1940, as amended (42 U.S.C. 
1587), is amended by adding at the end thereof a new subsection as follows: 

“(h) Notwithstanding any other provision of law, the Administrator may, 
whenever he deems it desirable, in the public interest, and in the fulfillment of 
the purposes of this title, consent to the modification, with respect to purchase 
price, repayment period, rate of interest, time of payment of any installment on 
principal or interest, security, or any other term, of any contract, sale, mortgage, 
or other agreement to which he is a party, or which has been transferred to him 
pursuant to this title: Provided, That, in any such modification of a contract, 
sale, mortgage, or other agreement relating to housing projects heretofore dis- 
posed of as a whole or in other portions, exceeding four family dwelling units per 
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portion, under paragraph (c) of this section by sale to a group organized on a 
mutual or cooperative basis, the Administrator shall endeavor to make such 
modifications as may be necessary to enable such group to retain possession, 
wherever this result can be achieved without undue sacrifice of the interest of the 
Federal Government.” 

(b) The use of projects PA-36011 and PA-36012 (which were conveyed to the 
Housing Authority of Philadelphia, Pennsylvania, under section 406(c) of the 
Housing Act of 1956) for the housing of military personnel and civilians employed 
in defense activities without regard to their income and the giving of a preference 
in respect to seven hundred dwellings in such projects for such military personnel 
as the Secretary of Defense or his designee prescribes for a period of five years 
after the date of the conveyance is hereby authorized. Such use and the giving of 
such preferences shall not deprive the housing projects of their status as “low- 
rent housing” as that term is used and defined in the United States Housing Act 
of 1937 and within the meaning of that term as used in section 606(b) of an Act 
entitled “An Act to expedite the provision of housing in connection with national 
defense, and for other purposes”, approved October 14, 1940, as amended. The 
Housing and Home Finance Administrator is authorized and directed to agree to 
any amendments to the instruments of conveyance required to give effect to the 
purposes of this Act. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Sec. 706. Section 610(a) of the Housing Act of 1954 is amended by striking out 
“1959” and inserting in lieu thereof 1960”. 


{S. 65, 86th Cong., 1st sess.] 


A BILL To provide interim authorization for home mortgage insurance, urban renewal, 
and college housing 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 217 of the National Housing 
Act is amended by striking out “$7,000,000,000” and inserting in lieu thereof 
“$13,000,000,000". 

Sec. 2. Section 103(b) of the Housing Act of 1949 is amended by 

(1) striking out in the first sentence all before the proviso and inserting 
in lieu thereof the following: “The Administrator, on and after July 1, 1949, 
may, with the approval of the President, contract to make capital grants 
with respect to projects assisted under this title aggregating not to exceed 
$1,450,000,000 :”, and 

(2) striking out in the proviso “, and any such authorized increase 
therein,”. 

Sec. 3. Section 401(d) of the Housing Act of 1950 is amended by striking out 
“$925,000,000" and inserting in lieu thereof “$1,125,000,000” and by striking out 
“$100,000,000” and inserting in lieu thereof “$125,000,000”’. 


[S. 193, 86th Cong., 1st sess.] 


A BILL To amend and extend the laws relating to the renewal of urban communities, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
Amendments of 1959”. 

TITLE I—URBAN RENEWAL 


STATEWIDE PLANNING 


Sec. 101. Section 101(b) of the Housing Act of 1949, as amended, is hereby 
amended by adding at the end thereof a new sentence, as follows: “The Admin- 
istrator shall particularly encourage the utilization of local public agencies estab- 
lished by the States to operate on a statewide basis in behalf of smaller commu- 
nities within the State which are undertaking, or propose to undertake, urban 
renewal programs whenever that arrangement facilitates the undertaking of 
an urban renewal program by any such community, or provides an effective solu- 
tion to community development or redevelopment problems in such communities, 
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and is approved by resolution or ordinance of the governing bodies of the affected 
communities.” 
LOAN AUTHORIZATION 


Sec. 102. Section 102(e) of the Housing Act of 1949, as amended, is hereby 
amended— 
(1) by inserting after ‘respectively’ the following: “, and on the date 
the Housing Amendments of 1959 become effective and on July 1, 1960, 
respectively”, and 
(2) by striking out “$1,000,000,000” and inserting in lieu thereof 
“$1,500,000,000”. 
EARLY LAND ACQUISITION 


Sec. 103. Section 102(a) of title I of the Housing Act of 1949, as amended, is 
hereby amended by adding at the end thereof the following new sentence: “In 
any case where, in connection with its undertaking and carrying out of an urban 
renewal project, a local public agency is authorized (prior to the approval by the 
local governing body of the urban renewal plan for such project) to acquire real 
property in the urban renewal area and to demolish and remove from any real 
property so acquired any buildings or structures located thereon, the Administra- 
tor, notwithstanding any other provisions of this title, may make a tempo- 
rary loan or loans to any such local public agency to finance the acquisition of 
such real property and the demolition and removal of any buildings or structures 
located thereon: Provided, That no contract for any temporary loan for such 
purpose shall be made unless the governing body of the locality involved shall 
have by resolution or ordinance approved the undertaking by the local public 
agency of the acquisition of real property in the urban renewal area and the 
demolition and removal of buildings or structures located on real property so ac- 
quired: And provided further, That in any such case, the local public agency 
shall not dispose of any real property so acquired until the urban renewal plan 
for the project shall have been approved by the local governing body of the 
locality involved and any contract for any such temporary loan shall so provide.” 


GRANT AUTHORIZATION ; REPAYMENT OF UNCOLLECTIBLE ADVANCES ; GRANT RESERVA- 
TIONS; COMMUNITY RENEWAL PROGRAMS 


Sec. 104. Section 103 of the Housing Act of 1949, as amended, is hereby 
amended— 

(1) by striking out the first sentence of subsection (b) and inserting in 
lieu thereof the following: “The Administrator, on and after July 1, 1949, 
may, with the approval of the President, contract to make capital grants, 
with respect to projects assisted under this title, and to make grants pur- 
suant to subsection (c) of this section, aggregating not to exceed $1,250,- 
000,000, which limit shall be increased by $600,000,000 on the date the Hous- 
ing Amendments of 1959 become effective and on July 1 in each of the years 
1959 to 1967, both inclusive: Provided, That such limit, and any such author- 
ized increase therein, may be increased, at any time or times, by additional 
amounts aggregating not more than $150,000,000 upon a determination by 
the President that such action is in the public interest.” ; 

(2) by striking out the period at the end of the second sentence and. 
inserting in lieu thereof a colon and the following: “Provided, That any 
amounts so appropriated shall also be available for repaying to the Secre- 
tary of the Treasury, for application to notes of the Administrator, the 
principal amounts of any funds advanced to local public agencies under this 
title which the Administrator determines to be uncollectible because of the 
termination of activities for which such advances were made, together with 
the interest paid or accrued to the Secretary (as determined by him) 
attributable to notes given by the Administrator in connection with such 
advances, but all such repayments shall constitute a charge against the 
authorization to make contracts for capital grants contained in this section: 
Provided further, That no such determination of the Administrator shall be 
construed to prejudice the rights of the United States with respeet to any 
such advance.” ; and 

(3) by adding the following new subsections : 

“(ce) Notwithstanding any other provisions of this or any other Act, the Ad- 
ministrator shall, upon application by local public agencies, make reservations of 
eapital grants (in advance of the dates on which the authorization to make 
contracts for such capital grants becomes available pursuant to this subsection) 





24 HOUSING ACT OF 1959 


which thereafter may be contracted for by such local public agencies as the 
aggregate amount of contracts to make capital grants with respect of projects 
assisted under this title is increased as provided for in this subsection, and may 
make advances pursuant to subsection (d) of section 102 of this title, for any 
project or projects to be carried out by such local public agencies with the 
capital grants so reserved to be contracted for by such local public agencies: 
Provided, That the amount of capital grants so reserved together with the 
amount of capital grants contracted for and the amount of all grants reserved 
or contracted for pursuant to subsection (e) of this section shall not exceed at 
any time the aggregate amount of capital grants and grants authorized by this 
subsection to be contracted for on July 1, 1967: And provided further, That any- 
thing in this subsection. to the contrary notwithstanding, the Administrator may 
from time to time reserve from the amount of the auhorization to make capital 
grants and grants as shall be available at any time, and from the amounts of 
such authorization as is still to become available, such amounts as he deems 
necessary to provide for a reasonable reserve for overruns and contingencies. 

“(d) Notwithstanding any other provisions of this or any other Act, if finan- 
cial assistance authorized by this title to be made available to a locality or local 
public agency may be made available to any locality or local public agency within 
the limitations provided in sections 102(e), 103(b) and 106(e) and the second 
paragraph following the paragraph numbered (6) of section 110(c) of this title, 
the amount of such financial assistance made available to any locality or loeal 
public agency upon submission and processing of proper application therefor 
shall not otherwise be restricted and, so long as such financial assistance is so 
available, applications therefor submitted by localities and local public agencies 
shall be processed, so far as practicable, in the order of their receipt, and there 
shall not be imposed any limitations upon the size of any urban renewal project 
which, otherwise, meets the requirements of this title. 

“(e) The Administrator may contract to make grants for the preparation or 
completion of community renewal programs, which may include, without being 
liimted to, (i) the identification of slum areas or blighted, deteriorated, or de- 
teriorating areas in the community, (ii) the measurement of the nature and 
degree of blight and blighting factors within such areas, (iii) determination 
of the financial, relocation, and other resources needed and -available to renew 
such areas, (iv) the identification of potential project areas and, where feasible, 
types of urban renewal action contemplated within such areas, and (v) sched- 
uling or programing of urban renewal activities. Such programs shall conform, 
in the determination of the governing body of the locality, to the general plan 
of the locality as a whole. The Administrator may establish reasonable require- 
ments respecting the scope and content of such programs. No contract for a 
grant pursuant to this subsection shall be made, unless the governing body of 
the locality involved has approved the preparation or completion of the com- 
munity renewal program, and the submission by the local public agency of an 
application for such a grant. Notwithstanding section 110(h) or the use in 
any other provision of this title of the term ‘local public agency’ or ‘local 
public agencies’, the Administrator may make grants pursuant to this subsection 
for the preparation or completion of a community renewal program to a single 
local public body authorized to perform the planning work necessary to such 
preparation or completion. No grant made pursuant to this subsection shall 
exceed two-thirds of the cost (as such cost is determined or estimated by the 
Administrator) of the preparation or completion of the community renewal 
program for which such grant is made.” 


PUBLIC IMPROVEMENTS BY FEDERAL AGENCIES IN URBAN RENEWAL 


Sec. 105. Section 105(b) of the Housing Act of 1949 is amended by adding the 
following before the semicolon at the end thereof: “: And provided further, That, 
with respect to any improvements of a type which it is otherwise authorized to 
undertake, any Federal agency (as defined in section 3(b) of the Federal Prop- 
erty and Administrative Services Act of 1949, as amended, and also including 
the District of Columbia or any agency thereof) is hereby authorized to become 
obligated in accordance with this subsection (c), except that clause (ii) of this 
subsection shall apply to such Federal agency only to the extent that it is author- 
ized (and funds have been authorized or appropriated and made available) to 
make the improvements involved”. 
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STATE LIMITATION 


Sec. 106. Subsection (e) of section 106 of the Housing Act of 1949, as amended, 
is hereby amended by striking out ‘'$100,000,000” and inserting “$200,000,000”. 


RELOCATION PAYMENTS 


Sec. 107. (a) The first sentence of section 106(f) (2) of the Housing Amend- 
ments of 1949 is amended to read as follows: 

“(2) As used in this subsection, the term ‘relocation payments’ means pay- 
ments by a local public agency ot individuals, families, and business concerns 
for their reasonable and necessary moving expenses and any actual direct losses 
of property except goodwill or profit (which are incurred on and after August 7, 
1956, and for which reimbursement or compensation is not otherwise made) 
resulting from their displacement from an urban renewal area made necessary 
by (i) the acquisition of real property by a local public agency or by any other 
public body, (ii) code enforcement activities undertaken in connection with 
an urban renewal project, or (iii) a program of voluntary rehabilitation of 
buildings or other improvements in accordance with an urban renewal plan: 
Provided, That such payments shall not be made after completion of the project 
or if completion is deferred solely for the purpose of obtaining further relocation 
payments.” 

(b) No relocation payments under section 106(f) of the Housing Act of 
1949 shall be made for expenses or losses incurred prior to the effective date 
of the Housing Amendments of 1959, except to the extent that such payments 
were authorized by such section as it existed prior to such effective date. 

(c) Section 106(f) (2) of such Act is further amended by striking out *$100” 
each place it appears and inserting in lieu thereof “$200”, and by striking out 
“$2,500” and inserting in lieu thereof “$3,500”. , 

LOW-RENT HOUSING IN URBAN RENEWAL AREAS 


Sec. 108. Section 107 of the Housing Act of 1949, as amended, is hereby 
amended to read as follows: 

“Sec. 107. When it appears in the public interest that an urban renewal 
project area should be used in whole or in part as a site for a low-rent housing 
project assisted under the United States Housing Act of 1937, as amended, the 
site shall be made available to the local housing agency undertaking the 
housing project at a price equal to the amount, as determined by the Admin- 
istrator, which would be charged if it were disposed of to private enterprise 
for rental housing, with physical characteristics similar to those of the proposed 
low-rent housing project, and such amount shall be included as part of the 
development cost of the low-rent housing project: Provided, That the local 
contribution in the form of tax exemption or tax remission required by section 
10(h) of the said Act with respect to the low-rent housing project into which 
such land is incorporated shall (if covered by a contract which, in the deter- 
mination of the Public Housing Commissioner, and without regard to the require- 
ments of the first proviso of said section 10(h), will assure that such local 
contribution will be made during the entire period that the project is used 
as low-rent housing within the meaning of the said Act) be accepted as a local 
grant-in-aid equal in amount, as determined by the Administrator, to one-half 
(or one-third in the case of a project on a three-fourths capital grant basis) 
of the difference between the cost of such site (including costs of land, clearance, 
site improvements, and a share, prorated on an area basis, of administrative, 
interest, and other project costs) and its sales price, and shall be considered 
a local grant-in-aid furnished in a form other than cash within the meaning 
of section 110(e) of this title.” 


REQUIREMENTS FOR URBAN RENEWAL PLAN 


Sec. 109. Section 110(b) of the Housing Act of 1949 is amended by striking 
out clause (2) and inserting in lieu thereof the following: 
(2) shall be sufficiently complete to indicate, to the extent required by the 
Administrator, the general nature of such redevelopment, improvements, and 
rehabilitation as may be proposed to be carried out in the urban renewal areas, 
the general land uses, and general nature of building requirements and density 
standards. 
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NONRESIDENTIAL REDEVELOPMENT 


Sec. 110. Section 110(c) of the Housing Act of 1949 is amended by Striking 
out the second paragraph following the paragraph numbered (6) and inserting 
in lieu thereof the following: 

“Financial assistance shall not be extended under this title with respec t 
any urban renewal area which is not predominantly residential in characte 
and which, under the urban renewal plan therefor, is not to be redeveloped for 
predominantly residential uses: Provided, That, if the governing body of th 
local public agency determines that the redevelopment of such an area for pre. 
dominantly nonresidential uses is necessary for the proper development of the 
community, the Administrator may extend financial assistance under this title 
for such a project: Provided further, That the aggregate amount of capital 
grants contracted to be made pursuant to this title with respect to such projects 
shall not exceed 25 per centum of the aggregate amount of grants authorized by 
this title to be contracted for.” 

LOCAL GRANTS 


Sec. 111. (a) Section 110(d) of the Housing Act of 1949 is amended by adding 
at the end thereof the following new paragraph : 

“Notwithstanding any other provision of this subsection, no donation or pro 
vision of a public improvement or public facility of a type falling within the pur. 
view of this subsection shall be deemed to be ineligible as a local grant-in-aid 
for any project solely on the basis that the construction of such improvement or 
facility was commenced without notification to the Administrator or prior to 
Federal recognition of such project, if such construction was commenced not 
more than five years prior to the authorization by the Administrator of a con- 
tract for loan or capital grant for the project.” 

(b) Section 110(d) of the Housing Act of 1949, as amended, is hereby amended 
by striking out of clause (8) the words “and revenue producing public utilitie 
the capital cost of which is wholly financed with local bonds or obligations pay- 
able solely out of revenues derived from service charges.” 


CREDIT FOR LOSS OF INTEREST 


Sec. 112. Section 110(e) of the Housing Act of 1949, is amended by striking 
out the first sentence and inserting in lieu thereof the following: 

“(e) ‘Gross project cost’ shall comprise (1) the amount of the expenditures by 
the local public agency with respect to any and all undertakings necessary to 
earry out the project (including the payment of carrying charges, but not beyond 
the point where the project is completed), and (2) the amount of such local 
grants-in-aid as are furnished in forms other than cash. There may be it 
cluded as part of the gross project cost, under any contract for loan or grant 
heretofore or hereafter executed under this title, with respect to moneys of the 
local public agency which are actually expended and outstanding for undertak- 
ings (other than in the form of local grants-in-aid) necessary to carry out the 
project, in the absence of carrying charges on such moneys, an amount in liev 
of carrying charges which might otherwise have been payable thereon for the 
period such moneys are expended and outstanding but not beyond the point 
where the project is completed, computed for each six-month period or portion 
thereof, at an interest rate equivalent to the simple average yield per annum 
on new issues of United States Government ninety-one day Treasury bills issued 
during the ten weeks immediately prior to January 1 and July 1 of such six- 
month period: Provided, That such amount may be computed on the net total of 
all such moneys of the local public agency remaining expended and outstanding, 
less other moneys received from the project undertaken in excess of project 
expenditures, in all projects of the local public agency under this title, and allo 
cated, as the Administrator may determine, to each of such projects. With 
respect to a project for which a contract for capital grant has been executed 02 
a three-fourths basis pursuant to the proviso in the second sentence of section 
103(a), gross projects cost shall include, in lieu of the amount specified in clause 
(1) above, the amount of the expenditures by the local public agency with respect 
to the following undertakings and activities necessary to carry out such project: 

“(i) acquisition of land (but only to the extent of the consideration 
to the owner and not title, appraisal, negotiating, legal, or any other ex 
penditures of the local public agency incidental to acquiring land), disposi- 
tion of land, demolition and removal of buildings and improvements, and 
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site preparation and improvements, all as provided in paragraphs (1), (2), 
(3), (4), and (6) of section 110(c) ; and 





ing “(ii) the payment of carrying charges related to the undertakings in 
ing clause (i) (including amounts in lieu of carrying charges as determined 


above), exclusive of taxes and payments in lieu of taxes but not beyond 





























to the point where such a project is completed; but not the cost of any other 
ter undertakings and activities (including, but without being limited to, the 
for cost of surveys and plans, legal services of any kind, and all administrative 
the and overhead expenses of the local public agency) with respect to such 
- project.” 
itle UNIFORM DATE FOR INTEREST RATE DETERMINATION 
. Sec. 113. Section 110 (g) of the Housing Act of 1949 is amended— 
| by (1) by striking out of the first sentence “is approved” and inserting in lieu 
thereof “for any project under this title is authorized” ; 
(2) by inserting in the second sentence after “Any” the word “such” ; and 
(3) by striking out of the second sentence “contract is revised or super- 
ling seded by such later contract” and inserting in lieu thereof “later contract is 
authorized”. 
pro- CONFORMING AMENDMENTS 
po Sec. 114. The Housing Act of 1949 is amended— 
t or (1) by striking out the word “capital” in section 100, the second sentence 
r to of section 103(b), and in section 106(a) (3), 106(b), 106(c) (6), 106(c) (8), 
not and 106(e) ) ; 
Con: (2) by inserting in section 101(a) after the word “title” in the first place 
where it appears therein “or for grants pursuant to subsection (c) of sec- 
ded tion 103 hereof” ; and 
ities (3) by adding at the end of section 110 a new subsection as follows: 
pay: “(k) ‘Federal recognition’ means excution of any contract for financial assist- 
ance under this title or concurrence by the Administrator in the commencement, 
without such assistance, of surveys and plans.” 
URBAN PLANNING 
king 
Sec. 115. Section 701 of the Housing Act of 1949, as amended, is hereby 
og by amended— 
'y to (1) by inserting after the words “planning agencies” in the first sentence 
yond thereof the following: “, or to an agency or instrumentality of government 
local designated by the Governor of the State and acceptable to the Administrator 
e in: as capable of carrying out the intent of this section.” ; 
rant (2) by striking out the language in the first sentence after the paren- 
f the thetical clause and inserting in lieu thereof the following: “to (1) cities and 
rtak- other municipalities having a population of less than 50,000 according 
t the to the latest decennial census, and (2) any group of adjacent communities, 
| lieu either incorporated or unincorporated, having a total population of less than 
r the 50,000 according to the latest decennial census and having common or re- 
point lated urban planning problems resulting from rapid urbanization.” ; 
rtion (3) by striking the period at the end of the first sentence and inserting 
num the following: “; and the Administrator is authorized to make such plan- 
ssued ning grants directly to cities and other municipalities having a population of 
1 six: less than 50,000 according to the latest decennial census, except where the 
tal of State planning agency certifies that a planning grant will preclude or impede 
ding, Planning on a metropolitan or regional basis in the metropolitan or regional 
“ject area of which such city or other municipality is a part.” 
allo- (4) by striking out the figure “$10,000,000” in the last sentence thereof 
With and inserting in lieu thereof the figure “$25,000,000”. 
ed on 
ction SURVEYS OF PUBLIC WORKS PLANNING 
lause 
spect See, 116. Section 702 of the Housing Act of 1954, as amended, is hereby amend- 
yject: ed by adding at the end thereof the following new subsection : 
paid (f) The Administrator is authorized to use during any fiscal year not to ex- 
r eX: teed $50,000 of the moneys in the revolving fund (established under subsection 
sposi: | ‘¢)) to conduct surveys of the status and current volume of State and local 


public works planning and surveys of estimated requirements for State and local 
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public works: Provided, That the Administrator, in conducting any such Survey, 
may utilize or act through any Federal department or agency with its consent.” 


TITLE II—LOW-RENT HOUSING 
STATEMENT OF POLICY 


Sec. 201. The first sentence of section 1 of the United States Housing Act 
of 1937, as amended, is hereby amended by adding at the end thereof the 
following: “In the development of low-rent housing it shall be the policy to 
make adequate provision for larger families and for families consisting of 
elderly persons, and, where a iocal public housing agency has determined that 
the acquisition and repair, rehabilitation or remodeling of existing dwellings 
by the local public agency for use as a low-rent housing project is in the public 
interest of the community, to provide that the powers, functions, and duties 
vested by law in the Public Housing Commissioner and the Housing and Home 
Finance Administrator shall be employed in such manner as will encourage 
and facilitate the undertaking and carrying out of such project by such local 
public housing agency. In the administration of low-rent housing it shall be 
the policy to vest in local public agencies full responsibility for the establish- 
ment of rents and eligibility requirements (subject to income limit ceilings 
hereinafter provided), the preparation of budgets, the control of expenditures, 
and the provision of such social and recreational guidance as is necessary in 
assisting families to become good tenants and citizens of the larger community. 
It shall further be the policy to authorize local public agencies to permit 
families whose income increases beyond the limits for continued occupancy to 
remain in their homes either through group or individual purchase, or as 
tenants paying a nonsubsidized rent if private housing is not available to them.” 


RENTS AND INCOME LIMITS 


Sec. 202. (a) Paragraph (1) of section 2 of the United States Housing 
Act of 1937, as amended, is hereby amended to read as follows: 

“(1) The term ‘low-rent housing’ means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and ad- 
ministered to promote serviceability, efficiency, economy, and stability, and 
embraces all necessary appurtenances thereto. The dwellings in low-rent hous- 
ing shall be available solely for families of low income.” 

(b) Paragraph (7)(b) of section 15 of such Act is amended to read as 
follows: 

“(b) The Authority shall not make any contract for loans (other than pre- 
liminary loans) or for annual contributions pursuant to this Act with respect 
to any low-rent housing project initiated after March 1, 1949, unless the gov- 
erning body of the locality involved has entered into an agreement with the 
public housing agency providing for the local cooperation required by the 
Authority pursuant to this Act. 

(c) Paragraph (8)(a) of section 15 of such Act is amended to. read as 
follows: 

“(a) the public housing agency shall fix maximum income limits for the 
admission and for the continued occupancy of families in such housing, and 
shall also fix the exemptions, if any, from net family income which shall 
be allowed in applying such income limits. In fixing income limits, the 
public housing agency shall determine (with the approval of the Authority). 
for dwellings of various sizes, the lowest annual rentals (or equivalent costs 
of owned homes), including the value or cost to the tenants of water, gas, 
other heating and cooking fuels, and other utilities, at which private enter- 
prise unaided by public subsidy is providing (through new construction and 
available existing structures) a substantial supply of decent, safe, and sani- 
tary housing toward meeting the need of an adequate volume thereof. The 
income limits fixed by the public housing agency for families of various sizes 
and compositions shall be such that (A) no family shall be eligible for ad- 
mission whose net annual income, less exemptions, exceeds five times such 
lowest annual rental, less 20 per centum, of a dwelling of the size needed 
by such family, except that in the case of a family entitled to a first prefer 
ence as provided in section 10(g) 20 per centum need not be deducted from! 
such lowest annual rental; and (B) no family shall be eligible for continued 
occupancy whose net annual income, less exemptions, exceeds five times such 
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lowest annual rental of a dwelling of the size needed by such family. In 
determining eligibility for admission, the public housing agency may exempt 
not more than $600 of the income of each member of the family other than 
the principal income recipient and not more than the annual payments made 
by the United States Government to any member of the family for disability 
or death occurring in connection with military service; and in determining 
eligibility for continued occupancy the public housing agency may exempt 





















































































































t (i) not more than the total annual income of minor members of the family, 
e other than the principal income recipient and his spouse, (ii) not more than 
0 $600 of the income of any other member of the family, other than the princi- 
if pal income recipient, and (iii) not more than the annual payments made by 
it the United States Government to any member of the family for disability or 
8 death occurring in connection with military service ;’. 
ic (d) Paragraph (8) (b) of section 15 of such Act is amended by striking out 
PS dause (i) and inserting in lieu thereof the following: “(i) had an income for 
1e digibility not exceeding the Maximum income limits fixed by the public housing 
ze agency ;”” 
al (e) Paragraph (8)(d) of section 15 of such Act is amended by striking out 
be “(and approved by the Authority)” 
h- (f) Section 502(b) of the Housing Act of 1948 is amended by striking out 
aS the last sentence thereof. 
DS, 
in USE OF EXISTING DWELLINGS FOR LOW-RENT HOUSING 
y. 
it Sec. 208. Section 7 of the United States Housing Act of 1937, as amended, is 
to § hereby amended by adding at the end thereof the following new subsection: 
as “(c) Where a local public housing agency has determined and certified to the 
n.” Public Housing Commissioner and to the Housing and Home Finance Admin- 
trator that the acquisition and repair, rehabilitation or remodeling of existing 
wellings by the local public agency for use as low-rent housing, the Com- 
issioner and the Administrator shall employ the powers, functions, and duties 
ing ested in them by this or any other Act in such manner as shall facilitate and 
geourage the undertaking and carrying out of such a low-rent housing project 
ngs jysuch local public housing agency, and the annual report referred to in subsec- 
ad- § tion (b) of this section shall include information on the number of such cases 
ind # od the manner in which such functions, powers and duties were so employed 
us- # ond exercised in such cases.” 
as LOW-RENT HOUSING IN URBAN RENEWAL AREAS 
pre- Sec. 204. Section 9 of the United States Housing Act of 1937, as amended, i 
nect ereby amended 
zOv- (1) by striking out “Sec. 9” and inserting in lieu thereof “Src. 9(a)”, and 
the (2) by inserting at the end thereof the following new subsection: 
the “(b) Where, as provided for in section 107 of the Housing Act of 1949, as 
mended, Jand to be acquired as part of an urban renewal project is made 
1 as §wvailable to a public housing agency as a site for a low-rent housing project 
isisted under this Act an amount equal to the price for such land shall be 
‘the J ucuded as a part of the development cost of said low-rent housing project 
and 49 2d paid over by the public housing agency to the local public agency undertaking 
shall 9 ch urban renewal project as the purchase price for said land as provided in 
the §4id section 107.” 
ity). RESIDUAL RECEIPTS AND AUDITS 
a Sec. 205. (a) (1) Section 10(b) of the United States Housing Act of 1937, as 
aber. imended, is hereby amended by inserting in the third sentence after the words 
and Petsons housed,” the wonte “encouragement of the use of existing dwellings for 
cani- — low-rent housing,”. 
The -) By striking out the proviso in the third sentence and inserting in lieu 
sees iereof the following: “Provided, That subject to the limitation hereinafter set 
9 ad- ith in this proviso, annual contributions shall not be less than the amounts 
such essary, in the det termination of the Authority, to assure the repayment of all 
nedied ums borrowed by the public housing agency to finance the development or 
refer: quisition cost of a project together with the interest, as contracted for from 
from ihe to time, on the sums so borrowed ; except that the fixed contribution payable 
inued iiually under any contract shall in no event exceed a sum equal to the annual 
a eld, at the applicable going Federal rate plus 2 per centum, upon the develop- 


“nt or acquisition cost of the low-rent housing or slum clearance project 
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involved. The contract for annual contributions shall provide for their payment 
over a fixed period of years, to be determined by the Authority, which shall in no 
event exceed forty years from the date the first annual contribution for the 
project is paid. When payment of all sums borrowed (or provisions for sueh 
payment) has been made, annual contributions shall cease.” 

(b) Section 10(c) of such Act is hereby amended to read as follows: 

“(c) Every contract for annual contributions shall provide that whenever jn 
any year the receipts of a public housing agency in connection with a low-rent 
housing project exceed its expenditures (including debt service, administration, 
maintenance, establishment of reserves, and other costs and charges), an 
amount equal to such excess shall be applied to the repayment of outstanding 
developing or acquisition loans in connection with the project either through 
immediate repayment or establishment of a sinking fund. Every contract for 
annual contributions shall require that the public housing agency and its chair. 
man shall submit to the Authority, at the end of each fiscal year, a report. con- 
taining financial statements for the fiscal year and an opinion thereon by the 
State auditor or other appropriate State official or by a public accountant of 
recognized standing based on an audit conducted in accordance with generally 
accepted auditing standards, and certify to the Authority that the agency has 
complied with the provisions of this Act. Such certification shall, in the absence 
of fraud or of evidence of waste or neglect, or expenditures which are not rea- 
sonably compatible with the operation of low-rent public housing, or extrava- 
gance disclosed by financial post-audits pursuant to sections 814 and 816 of the 
Housing Act of 1954, and in the absence of evidence of violation of the provi- 
sions of this Act, be accepted as final and conclusive by all officers of the Fed- 
eral Government: Provided, That no provision of this section limits or reduces 
the authority of the General Accounting Office to audit expenditures under this 
Act: And provided further, That, in lieu of such independent audit by any such 
State auditor or State official or public accountant and such certification by the 
public housing agency and its chairman, any public housing agency may, in its 
discretion, elect to have its books and accounts audited by employees of the 
Authority, and, if such election shall be made by the public housing agency and 
the Authority notified in writing thereof at least sixty days prior to the close 
of the accounting period, the Authority shall, in due course, audit the books and 
accounts of such public housing agency and shall transmit a copy of its audit 
report to the public housing agency.” 

(c) Section 22 (b) of such Act is amended by striking out in the proviso 
thereto the following: “proviso of subsection 10(b). or, where applicable, the 
second proviso of subsection 10(c),” and inserting in lieu thereof the following: 
“sentence of section 10(b)”’. 


RESTORATION OF THE HOUSING ACT OF 1949 


Sec. 206. (a) Section 10(i) of the United States Housing Act of 1987, as 
amended, is hereby amended to read as follows: 

“(i) Notwithstanding any other provision of law, no new contract for annual 
contributions for additional units shall be entered into after July 31, 1956, 
except with respect to low-rent housing for a locality respecting which the 
Housing and Home Finance Administrator has made the determination and 
certification relating to a workable program as prescribed in section 101(c) of 
the Housing Act of 1949, as amended.” 

(b) There are hereby repealed— 

(1) subsection (j) of section 10 of the United States Housing Act of 1937, 
as amended ; 

(2) clause numbered (2) of the third proviso under the heading “Public 
Housing Administration; Annual Contributions” of Public Law 455, Eighty- 
second Congress, approved July 5, 1952”; and 

(3) the last proviso under the heading “Public Housing Administration, 
Annual Contributions” of Public Law 176, Eighty-third Congress, approved 
July 31, 1953. 

OVERINCOME TENANTS 


Sec. 207. (a) Section 15(8) of the United States Housing Act of 1937, 48 
amended, is hereby amended by adding at the end thereof the following new 
paragraph : 

“(e) Notwithstanding the provisions of paragraph (d) above, the public 
housing agency may permit any member of a family which would otherwise be 
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required to move under said paragraph (d) to enter into a contract (either 
individually or as a member of a group) for the acquisition of his dwelling unit 
or another suitable dwelling unit in any project of the public housing agency 
on the following terms: 

“(A) the purchaser shall pay at least (i) a pro rata share cost of any 
services furnished him by the public agency, including but not limited to, 
administration, maintenance, repairs, utilities, insurance, provision of re- 
serves, and other operating expenses, (ii) local taxes on his dwelling unit, 
and (iii) monthly payments of interest and principal sufficient to amortize 
a sales price, equal to the appraised value (at the time such purchase con- 
tract is entered into) of the dwelling unit, in not more than forty years; 

“(B) the interest rate shall be fixed at not less than the average interest 
cost of loans outstanding on the project, except that in the case of a project 
on which bonds are not outstanding the interest rate shall be fixed at not 
less than the going Federal rate applicable to such project : 

“(C) the principal payments shall be not less than one-half per centum 
per annum of the sales price during the first five years after purchase, 1 per 
centum per annum during the next five years, 1% per centum per annum 
during the third five years, and thereafter not less than the principal pay- 
ments resulting from a level debt service of interest and principal over the 
balance of the payment period ; 

“(D) if at any time (i) a purchaser fails to carry out his contract with 
the public housing agency and if no member of his family who resides in 
the dwelling assumes such contract, or (ii) if the purchaser or a member of 
his family who assumes the contract does not reside in the dwelling, the 
public housing agency shall have an option to acquire his interest under such 
contract upon payment to him or his estate of an amount equal to his aggre- 
gate principal payments plus the value to the public housing agency of any 
improvements made by him, less an amount equal to 2% per centum of the 
sales price. 

If the public housing agency determines with respect to any project that it is 
not feasible to enter into such contracts, it may permit a tenant family in such 
project whose income has increased beyond the limit for continued occupancy to 
continue in occupancy so long as (i) the public housing agency, after investiga- 
tion (made at least annually), finds that it is impossible for the family to obtain 
through rental or purchase a decent, safe, and sanitary private dwelling suitable 
for its use and at a cost within its financial means, and (ii) the family pays a 
rental equal to the amount which it would be required to pay (during the first 
five years after purchase) if it purchased its dwelling unit under the foregoing 
terms of this paragraph (e). Actions taken pursuant to the provisions of this 
paragraph (e) shall not be deemed to violate the low-rent character of the project, 
andany such actions shall not be taken into account in making the determination 
required in the first proviso of section 10(h).” 
(b) The United States Housing Act of 1937 is further amended— 

(1) by inserting before the period in paragraph (7) of section 2 the 
following: “, other than a project the title or possession of which is vested 
in the Authority pursuant to section 22”; 

(2) by inserting after the words “unless such project” in section 10(h) 
the following: “(excluding any part thereof covered by a contract or conveyed 
pursuant to paragraph (8) (e) of section 15)”; 

(3) by inserting after “may be made” in section 10(1) the following: “, 
subject to any outstanding contracts made pursuant to paragraph (8) (e) 
of section 15,”: 

(4) by inserting after “acquisition” in paragraphs (1), (2), and (3) of 
section 15 of the following: “(except pursuant to paragraph (8) (e) of 
section 15)”; and 

(5) by inserting before the semicolon at the end of paragraph (1) of sec- 
tion 22(a) a colon and the following: “Provided, That such conveyance or 
delivery of title shall be subject to the rights of third parties vested pur- 
suant to paragraph (8) (e) of section 15”. 


PAYMENT FOR SERVICES 


Sec. 208. Section 15 of the United States Housing Act of 1937, as amended, 
ishereby amended by adding at the end thereof the following new paragraph: 
“(10) Notwithstanding any other provision of law or any contract or other 

irrangement made pursuant thereto, any public housing agency which utilizes 
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public services and facilities of a municipality or other local governmental] 
agency making charges therefor separate from real and personal property taxes 
shall be authorized by the Authority (without any amendment to the contrae 
for annual contributions or deductions from payments in lieu of taxes other. 
wise payable) to pay to such municipality or other k cal governmental agency 
the amount that would be charged private persons or dwellings similarly sit. 
uated for such facilities and services.” 


AMENDMENT OF EXISTING CONTRACTS 


Sec. 209. (a) The United States Housing Act of 1937, as amended, is hereby 
amended by inserting after section 29 a new section as follows: 

“Sec. 30. Upon the request of any local public agency the Authority is author. 
ized and directed to amend any or all of its contracts with the local public 
agency so as to bring such contracts into conformity with the provisions of this 
Act in effect on the date of such request: Provided, That contracts may not be 
amended or superseded in a manner which would impair the rights of the hold- 
ers of any outstanding obligations of the public housing agency involved which 
are secured by any of the provisions of such contracts.” 

(b) Sections 30 and 31 of such Act, as they existed prior to the amendments 


made in subsection (a) of this section, are redesignated as sections 31 and 32 
respectively. 

















CENTRAL ADMINISTRATIVE OFFICE 





FACILITIES 


Sec. 210. Paragraph (5) of section 2 of the United States Housing Act of 1937, 
as amended, is hereby amended by striking out the words “included in a low- 
rent housing project” and inserting in lieu thereof “in connection with its low- 
rent housing program” and by inserting after “1949 a comma and the following: 
“or in cases the public housing agency and the local public agency (as defined 
in title I of the Housing Act of 1949) operate under a combined central admin- 
istrative office staff,”’. 





DISPOSAL AND USE OF PROJECTS 








Sec. 211. (a) Section 607 of the Act of October 14, 1940, as amended (4 
U.S.C. 1587), is amended by adding at the end thereof a new subsection as 
follows: 

“(h) Notwithstanding any other provision of law, the Administrator may, 
whenever he deems it desirable, in the public interest, and in the fulfillment of 
the purposes of this title, consent to the modification, with respect to purchase 
price, repayment period, rate of interest, time of payment of any installment 
on principal or interest, security, or any other term, of any contract, sale, mort- 
gage, or other agreement to which he is a party, or which has been transferred 
to him pursuant to this title: Provided, That, in any such modification of a 
contract, sale, mortgage, or other agreement relating to housing projects hereto- 
fore disposed of as a whole or in other portions, exceeding four family dwelling 
units per portion, under paragraph (c) of this section by sale to a group organ- 
ized on a mutual or cooperative basis, the Administrator shall endeavor to make 
such modifications as may be necessary to enable such group to retain pos 
session, wherever this result can be achieved without undue sacrifice of the in- 
terest of the Federal Government.” 

(b) The use of projects PA-86011 and PA-36012 (which were conveyed to the 
Housing Authority of Philadelphia, Pennsylvania, under section 406(c) of the 
Housing Act of 1956) for the housing of military personnel and civilians em- 
ployed in defense activities without regard to their income and the giving of a 
preference in respect to seven hundred dwelling units in such projects for 
such military personnel as the Secretary of Defense or his designee prescribes 
for a period of five years after the date of the conveyance is hereby authorized. 
Such use and the giving of such preferences shall not deprive the housing projects 
of their status as “low-rent housing” as that term is used and defined in the 
United States Housing Act of 1937 and within the meaning of that term as used 
in section 606(b) of an Act entitled “An Act to expedite the provision of 
housing in connection with national defense, and for other purposes”, approved 
October 14, 1940, as amended. The Housing and Home Finance Administrator is 
authorized and directed to agree to any amendments to the instruments of con- 
veyance required to give effect to the purposes of this Act. 
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TITLE I1I—RELOCATION HOUSING FOR DISPLACED FAMILIES OR 
PERSONS 


Sec. 301. (a) The purpose of this title is to assist private nonprofit corpora- 
tions to provide relocation housing and related facilities for displaced families 
or persons, Of low or moderate income. 

(b) In order to carry out the purpose of this title, the Administrator may 
make loans to any corporation (as defined in section 304(2)) for the provision 
of rental housing and related facilities for displaced families, or persons, of low 
or moderate income, except that (1) no such loan shall be made unless the 
corporation shows that it is unable to secure the necessary funds from other 
sources upon terms and conditions equally as favorable as the terms and condi- 
tions applicable to loans under this title, and (2) no such loan shall be made 
unless the Administrator finds that the construction will be undertaken in an 
economical manner, and that it will not be of elaborate or extravagant design 
or materials. 

(ec) A loan to a corporation under this title may be in an amount not exceeding 
9 per centum of the total development cost (as defined in section 304(3)), as 
determined by the Administrator ; shall be secured in such manner and be repaid 
within such period, not exceeding fifty years, as may be determined by him; 
and shall bear interest at a rate determined by him which shall be not more 
than the higher of (1) 2% per centum per annum, or (2) the total of one- 
quarter of 1 per centum per annum added to the rate of interest paid by the 
Administrator on funds obtained from the Secretary of the Treasury as provided 
in subsection (e). 

(d) To obtain funds for loans under this title, the Administrator may issue 
notes and obligations for purchase by the Secretary of the Treasury in an amount 
not to exceed $250,000,000 outstanding at any one time. 

(e) Notes or other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject 
tosuch terms and conditions as may be prescribed by the Administrator, with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
issued to obtain funds for loans under this title shall bear interest at a rate 
determined by the Secretary of the Treasury which shall be not more than the 
higher of (1) 214 per centum per annum, or (2) the average annual interest rate 
on all interest-bearing obligations of the United States then forming a part_ of 
the public debt as computed at the end of the fiscal year next preceding the 
isstance of such notes or other obligations by the Administrator and adjusted 
to the nearest one-eighth of 1 per centum. The Secretary of the Treasury is 
authorized and directed to purchase any notes and other obligations of the 
Administrator issued under this title, and for such purpose is authorized to use 
as a public-debt transaction the proceeds from the sale of any securities issued 
under the Second Liberty Bond Act, as amended, and the purposes for which 
securities may be issued under such Act, as amended, are extended to include 
any purchases of such notes and other obligations. The Secretary of the 
Treasury may at any time sell any of the notes or other obligations acquired 
by him under this section. All redemptions, purchases, and sales by the Secre- 
lary of the Treasury of such notes or other obligations shall be treated as public- 
debt transactions of the United States. 

Sec. 302. (a) In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title the Administrator shall (in addition to any 
authority otherwise vested in him) have the functions, powers, and duties set 
forth in section 402 (except subsection (c) (2)) of the Housing Act of 1950. 

(b) The Administrator is authorized and directed to insure priority of oc- 
cupancy to displaced persons or families in housing constructed with a loan under 
this title. 

Sec. 308. (a) Housing constructed with a loan made under this title shall not 
be used for transient or hotel purposes while such loan is outstanding. 

(b) As used in subsection (a), the term “transient or hotel purposes” shall 
have such meaning as may be prescribed by the Administrator, but rental for any 
period less than thirty days shall in any event constitute use for such purposes. 
The provisions of subsections (f) through (j) of section 513 of the National 
Housing Act (as added by section 132 of the Housing Act of 1954) shall apply 
ii the case of violations of subsection (a) as though the housing described 
such subsection were multifamily housing (as defined in section 513 (e) (2) 
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of the National Housing Act) with respect to which a mortgage is insured under 
such Act, except that for purposes of this section the Administrator shall per. 
form the functions vested in the Commissioner by such section 513. 

Sec. 304. As used in this title— 

(1) The term “housing” means (A) new structures suitable for dwell 
use by displaced families or persons, and (B) dwelling facilities provided by 
rehabilitation, alteration, conversion, or improvement of existing structures 
which are otherwise inadequate for proposed dwelling use by such families ang 
persons. 

(2) The term “corporation” means any incorporated private institution or 
foundation no part of the net earnings of which inures to the benefit of any 
private shareholder, contributor or individual, if such institution or founda. 
tion is approved by the Administrator as to financial responsibility. 

(3) The term “development cost” means costs of construction of housing 
and of other related facilities, and of the land on which it is located, including 
necessary site improvement. 

(4) The term “displaced families or persons” means families or persons 
who are to be displaced by construction, development, redevelopment, or re 
newal activity undertaken by any public body, or by the action of a public 
body or court, either through the enforcement of housing standards or through 
the demolition, closing, or improvement of dwellings, or who were so displaced 
within three years prior to making application for admission to dwellings 
provided pursuant to this title. The Administrator shall prescribe such regula- 
tions as may be necessary to prevent abuses in determining, under the defini- 
tions contained in this paragraph, the eligibility of families and persons for 
admission to, and occupancy of, housing constructed with assistance under this 
title. 

(5) The term “State” includes the several States, the District of Columbia, 
the Commonwealth of Puerto Rico, and the Territories and possessions of the 
United States. 

(6) The term 
Administrator. 

(7) The term “construction” means erection of new structures, or rehabilita- 
tion, alteration, conversion, or improvement of existing structures. 

(8) The term “family or person of low or moderate income” means any 
family, or person, whose net income is insufficient to enable such family or per- 
son to obtain, without the assistance of this title, decent, safe, and sanitary 
housing accommodations in the locality at rentals within the ability of such 
family or person to pay. 



































































































































“Administrator” 





means the Housing and Home Finance 































[S. 194, 86th Cong., 1st sess.] 


A BILL To amend title IV of the Housing Act of 1950 (college housing) to authorize 
loans to educational institutions for the construction, rehabilitation, alteration, conver- 
sion, and improvement of classroom buildings and other academic facilities 







Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That title IV of the Housing Act of 1950 is 
amended by adding at the end thereof a new section as follows: 










“LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 








Sec. 405. (a) In addition to the other purposes for which financial assistance 
may be extended under this title, the Administrator may make loans to educa- 
tional institutions for (1) the construction of new structures suitable for use 
as classrooms, laboratories, and related facilities (including initial equipment, 
machinery, and utilities) necessary or appropriate for the instruction of students, 
the administration of the institution, or the conduct of varied research activities, 
and (2) the rehabilitation, alteration, conversion, or improvement of existing 
structures for the uses described above if such structures are otherwise inade- 
quate for such uses. As used in this section, the term ‘educational institution’ 
means any educational institution offering at least a two-year program acceptable 
for full credit toward a baccalaureate degree, including any public educational 
institution, or any private educational institution no part of the net earnings 
of which inures to the benefit of any private shareholder or individual. : 

“(b) Any educational institution which, prior to the effective date of this 
section, has contracted for the construction, rehabilitation, alteration, conversion, 
or improvement of any structures for the uses described in subsection (a) may, 
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in connection therewith, receive loans authorized by this section, as the Admin- 
istrator may determine, but no such loan shall be made in connection with 
the construction, rehabilitation, alteration, conversion, or improvement of any 
such structure if the work thereon was commenced prior to the effective date 
of this section, or was completed prior to the filing of an application under this 
section.” 

(b) The heading of title IV of such Act is amended by striking out “HOUSING” 
and inserting in lieu thereof “LOANS”. 

(ec) Title IV of such Act is further amended by— 
(1) striking out “FEDERAL” in the heading of section 401 and inserting in 
lieu thereof ‘COLLEGE HOUSING”: 
(2) inserting after “loan” in clause (1) of the first proviso to section 
401(a) the following: “(including any loan under section 405 of this title)” ; 
(3) striking out “A loan to an educational institution may be in an 
amount not exceeding the total development cost of the facility, as deter- 
mined by the Administrator” in section 401(c) and inserting in lieu thereof 
the following: ‘*‘A loan under this section to an educational institution may 
be in an amount not exceéding the total development cost of the facility, as 
determined by the Administrator, and a loan under section 405 of this title 
to an educational institution may be in an amount not exceeding the cost of 
construction of the structures involved (including related facilities), and 
the land on which the structures are located, as determined by the Admin- 
istrator” ; 
(4) inserting “(1)” immediately before the text of subsection (d) of 
section 401, by striking out “under this title” in such subsection (d) and 
inserting in lieu thereof “under subsection (a) of this section”, and by 
adding at the end of such subsection (d) a new paragraph as follows: 
“(2) In addition to the notes and other obligations authorized in para- 
graph (1) of this subsection, the Administrator may issue to the Secretary, 
from time to time and have outstanding at any one time, in an amount 
not exceeding $250,000,000, notes and other obligations for the purpose of 
carrying out the provisions of section 405 of this title,” ; 
(5) inserting before the semicolon in section 402(c) (2) a colon and the 
following: “Provided, That the Administrator shall extend fiscal assistance 
to educational institutions under section 405 only after consultation with 
such Office of Education” ; and 

(6) inserting after “For the purposes of this title,” in section 404 the 
following: “except as otherwise provided in section 405,’’. 


[S. 195, 86th Cong., 1st sess. ] 
A BILL Relating to the foreclosure of FHA insured mortgages 


Be it enacted by the Senate and House of Representatives of the United 
‘tates of America in Congress assembled, That section 204(a) of the National 
Housing Act, as amended, is hereby amended by inserting immediately before 
the last proviso the following: ““: And provided further, That with respect to 
any mortgage covering a one-, two-, three-, or four-family residence insured 
uder this Act, if the Commissioner finds, after notice of default, that the 
default was due to circumstances beyond the control of the mortgagor and it is 
probable that the mortgage will be restored to good standing within a reason- 
able period of time, he may, under such regulations and conditions as he may 
prescribe, extend the time for curing default and enter into an agreement with 
the mortgagee providing that if the mortgage is subsequently foreclosed, any 
interest accruing after the date of the agreement which is not paid by the 
hortgagor may be included in the debentures.” 

Sec. 2. Title II of the National Housing Act, as amended, is hereby amended 
by adding the following new section : 


“ACQUISITION OF MORTGAGES TO AVOID FORECLOSURE 


“SEC. 229. Upon receiving notice of the default of any mortgage covering a 
we-, two-, three-, or four-family residence heretofore or hereafter insured under 
this title, the Commissioner, in his discretion and for the purpose of avoiding 
foreclosure of the mortgage, may acquire the loan and the security therefor upon 
Ssuance to the mortgagee of debentures having a total face value equal to the 
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unpaid principal balance of the loan plus any accrued interest and any proper 
advances theretofore made by the mortgagee under the provisions of the mort. 
gage; and after the acquisition of such mortgage by the Commissioner sye) 
mortgagee shall have no further rights, liabilities, or obligations with respect 
thereto. The provisions of section 204 relating to the issuance of debentures 
incident to the acquisition of foreclosed properties shall apply with respect to 
debentures issued under this subsection, and the provisions of section 204 
relating to the rights, liabilities, and obligations of a mortgagee shall apply 
with respect to the Commissioner when he has acquired an insured mortgage 
under this section, in accordance with and subject to regulations (modifying such 
provisions to the extent necessary to render their application for such pvr. 
poses appropriate and effective) which shall be prescribed by the Commissioner,” 












[S. 266, 86th Cong., Ist sess.] 












A BILL To authorize additional capital grants for urban renewal and redevelopment 
projects, and to encourage participation by the States in slum clearance and prevention 





















Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 101(b) of the Housing Act of 
1949 is amended by adding at the end thereof a new sentence as follows: “The 
Administrator shall particularly encourage the utilization of local public agen- 
cies established by the States to operate on a statewide basis in behalf of smaller 
communities within the State, whenever that arrangement provides an effective 
solution to community development or redevelopnient problems in such communi- 
ties, and is approved by resolution or ordinance of the governing bodies of the 
affected communities.” 

Sec. 2. The first sentence of section 103(b) of the Housing Act of 199 is 
amended to read as follows: “The Administrator, on and after July 1, 1949, may, 
with the approval of the President, contract to make capital grants, with respect 
to projects assisted under this title, and to make grants pursuant to subsection 
(ec) of this section, aggregating not to exceed $1,250,000,000, which limit shall be 
increased by $250,000,000 on July 1 in each of the fiscal years 1960 through 1965; 
except that any such authorized increase may be increased by additional amounts 
aggregating not more than $100,000,000 in any fiscal year upon a determination 
by the President that such additional amounts are necessary to stimulate eco 
nomic activity and to carry out the urban renewal objectives of this title: 
Provided, That the amount of capital grants contracted for under this title prior 
to July 1, 1966, shall not exceed an aggregate of $3,350,000,000.”’ 

Sec. 3. Section 103(a) of the Housing Act of 1949 is hereby amended by strik- 
ing out the second sentence and inserting in lieu thereof the following: “The 
aggregate of such capital grants with respect to all the projects of a local public 
agency on which contracts for capital grants have been made under this title 
shall not exceed the sum of the applicable percentages of the respective net 
project costs of such projects. Such percentages, which shall apply to all proj- 
ects receiving initial Federal recognition during the period specified, shall be 
6634 per centum for the period prior to July 1, 1960; 60 per centum for the 
period between July 1, 1960, and June 30, 1961, inclusive; 55 per centum for 
the period between July 1, 1961, and June 30, 1962, inclusive ; and 50 per centum 
for any time thereafter : Provided, That the percentage for any project for which 
no planning grant is received and retained by the local public agency and which 
the Administrator, at the request of such agency, may approve on a three-fourths 
capital grant basis shall be 75 per centum, or such lesser percentage as the 
Administrator determines to be generally consistent with the percentage of net 
project costs hereunder applicable at the time to projects not so approved.” 

Sec. 4. Section 104 of the Housing Act of 1949 is hereby amended to read 
as follows: 

“Sec. 104. Every contract for capital grants under this title shall require local 
grants-in-aid in connection with the project involved which, together with the 
local grants-in-aid to be provided in connection with all other projects of the 
local public agency on which contracts for capital grants have theretofore beet 
made, will be at least equal to the difference between the aggregate net project 
costs involved and the sum described in the second sentence of section 103(a).” 

Sec. 5. Section 106 of the Housing Act of 1949 is amended by adding at the 
end thereof the following new subsection : 
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“(h) Without limiting any authority otherwise provided in this title, any 
local grants-in-aid may be furnished by the State government as distinguished 
from other local public agencies, as herein defined. In making capital grants 
available for projects, priority shall be given a project in a State where the 
State government has furnished or contracted to furnish local grants-in-aid to 
the project in an amount which equals or exceeds one-half the total required 
amount.” 


[S. 271, 86th Cong., 1st sess.] 


4 BILL To make certain assistance by a State, municipality, or other public body eligible 
as local grants-in-aid under section 110(d) of the Housing Act of 1949 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the requirement in section 110(d) of 
the Housing Act of 1949 that the assistance given by a State, municipality, or 
other public body under that section shall be in connection with a project on 
which a contract for capital grant has been made under title I of that Act shall 
not apply to assistance provided during the period from January 1, 1957, through 
December 31, 1958, in connection with (1) urban-renewal activities which, at 
the time that the assistance was given, had not been extended recognition as a 
project to be assisted under that title solely because of then existing limitations 
onthe authority of the Housing and Home Finance Administrator to make capital 
grants under that title or to reserve funds for such purpose, or (2) urban- 
renewal activities which were extended such recognition within sixty days after 
the provision of such assistance was initiated. 


[S. 272, 86th Cong., 1st sess. ] 


{ BILL To amend the Housing Act of 1954 with respect to urban planning for groups of 
adjacent communities 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 701 of the Housing Act of 1954 
isamended by striking out in the first sentence the language after the paren- 
thetical clause and inserting in lieu thereof the following: “to (1) cities and other 
municipalities having a population of less than 25,000 according to the latest 
decennial census, and (2) to any group of adjacent communities, either incor- 
porated or unincorporated, having a total population of less than 25,000 according 
to the latest decennial census and having common or related urban planning 
problems resulting from rapid urbanization.” 


[S. 336, 86th Cong., 1st sess.] 


A BILL To protect borrowers against excessive cash requirements and minimum terms in 
the case of home loans guaranteed under title V of the Servicemen’s Readjustment Act 
of 1944, or secured by mortgages insured under section 203 of the National Housing Act 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That no loan the proceeds of which are to be 
used for the purchase or construction of a home (including a farmhouse) shall 
‘be guaranteed or insured under title V of the Servicemen’s Readjustment Act of 
1944, and no mortgage securing a loan for the purchase or construction of resi- 
dential property to be occupied by the mortgagor as his home shall be insured 
under section 203 of the National Housing Act, after the date of enactment of 
this Act (except pursuant to a commitment entered into prior to such date), if 
(1) the cash payment required with respect to the purchase or construction of 
such home is in excess of the amount required, or (2) the period in which the 
loan is payable in full is less than the maximum period permitted, by the Vet- 
trans’ Administrator or the Federal Housing Commissioner, as the case may be, 
for purposes of obtaining such guaranty or insurance; unless the borrower certi- 
fies that the amount of such cash payment and the period in which such loan is 
payable in full are in accordance with his wishes. 
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[S. 612, 86th Cong., 1st sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the conservation and development of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
Act of 1959”. 

TITLE I—FHA INSURANCE 


Sec. 101. Section 2 (a) of the National Housing Act is amended by striking out 
“on and after July 1, 1939, and prior to September 30, 1959,”. 

Sec. 102. (a) Section 2 (a) of such Act is amended by striking out the last sen. 
tence of the first paragraph thereof. 

(b) Section 203(a) of such Act is amended by striking out the colon and all 
that follows the colon and placing a period after the word “thereon”. 

(c) Section 203(i) of such Act is amended by striking out the comma follow- 
ing the word “highway” and everything that follows and inserting a period 
in lieu thereof. 

(d) Section 217 of such Act is repealed. 

(e) Section 701 of such Act is amended by striking out the colon at the end 
of the first proviso and everything that follows and inserting a period in lieu 
thereof. 

Sec. 103. (a) Section 8(g) of such Act is amended by striking out “and 
(h) of section 204” and inserting in lieu thereof “(h), (j), and (k) of section 
204.” . 

(b) Sections 213(e), 222(f) (1), 221(g) (1), 222(e), and 809(e) of such Act 
are each amended by striking out “and (j) of section 204’ and inserting in lieu 
thereof ‘“‘(j) and (k) of section 204”. 

Sec. 104. Section 203(b) of such Act is amended by— 

(1) striking out “$20,000” in paragraph (2) and inserting in lieu thereof 
“$25,000” ; and 

(2) striking out the period at the end of paragraph (8) and inserting 
in lieu thereof a colon and the following: “Provided, That such 85 per 
centum limitation shall not be applicable if the mortgagor and mortgagee 
assume responsibility in a manner satisfactory to the Commissioner for 
the reduction of the mortgage by an amount not less than 15 per centum 
of the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization payment 
of the mortgage, sold to a purchaser acceptable to the Commissioner who is 
the occupant of the property and who assumes and agrees to pay the mort- 
gage indebtedness.” 

Sec. 105. Section 204(k) of such Act is amended to read as follows: 

“(k) Notwithstanding any other provision of this section or of section 604 or 
904 and with respect to any debentures issued in exchange for properties con- 
veyed to and accepted by the Commissioner after the effective date of the Hous- 
ing Act of 1959 in accordance with such sections, the Commissioner may: (1) 
include in debentures reasonable payments made by the mortgagee with the 
approval of the Commissioner for the purpose of protecting, operating or preserv- 
ing the property, and taxes imposed upon any deed or any other instrument by 
which the property was acquired by the mortgagee and transferred or con- 
veyed to the Commissioner; (2) include in debentures as a portion of fore 
closure costs (to the extent that foreclosure costs may be included in such de- 
bentures by any other provision of this Act) payments made by the mortgagee 
for the cost of acquiring the property and conveying and evidencing title to the 
property to the Commissioner; and (3) terminate the mortgagee’s obligation 
to pay mortgage insurance premiums upon receipt of an application for de 


bentures filed by the mortgagee, or in the event the contract of insurance is 
terminated pursuant to section 229.” 


Sec. 106. Section 207 of such Act is amended by— 

(1) striking out in subsection (b) “(except provisions relating to hous- 
ing for elderly persons)” and “(except with respect to housing designed for 
elderly persons, with occupancy preference therefor, as provided in the 
paragraph following paragraph (3) of subsection (c))”; 


(2) striking out in subsection (c) the first unnumbered paragraph follow- 
ing paragraph (3) ; 
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(3) striking out “4% per centum” in the first sentence of the second 
unnumbered paragraph following paragraph (3) of subsection (c) and in- 
serting in lieu thereof “5% per centum”’ ; and 

(4) adding at the end thereof a new subsection (r) to read as follows: 

“(r) Notwithstanding any other provision of this Act, the Commissioner is 
authorized to include in any mortgage insured under any title of this Act, after 
the effective date of the Housing Act of 1959, a provision requiring the mortgagor 
to pay a service charge to the Commissioner in the event such mortgage is 
assigned to and held by the Commissioner. Such service charge shall not exceed 
the amount prescribed by the Commissioner for mortgage insurance premiums 
applicable to such mortgage.” 

Sec. 107. Section 212(a) of such Act is amended by adding before the period 
at the end thereof “, and any mortgage insured under sections 221(d) (4) and 
230(c) (4)”. 

Sec. 108. Section 213(d) of such Act is amended by— 

(1) striking out the first sentence and inserting in lieu thereof the fol- 
lowing: “Any mortgage insured under this section shall provide for complete 
amortization by periodic payments within such term as the Commissioner 
may prescribe but not to exceed forty years from the beginning of amorti- 
zation of the mortgage, and shall bear interest (exclusive of premium charges 
for insurance) at not to exceed 5% per centum per annum, on the amount 
of the principal obligation outstanding at any time, except that individual 
mortgages insured pursuant to this subsection covering the individual dwell- 
ings in the project may bear interest at such per centum per annum, not 
in excess of 6 per centum per annum on the amount of the principal obliga- 
tion outstanding at any time, as the Commissioner finds necessary to meet 
the mortgage market.” ; and 

(2) striking out the last sentence and inserting in lieu thereof the fol- 
lowing: “Property covered by a mortgage executed by a corporation or 
trust of the character described in subsection (a) shall include eight or 
more family units. Property covered by a mortgage executed by a corpora- 
tion or trust of the character described in paragraph (1) or (3) of subsection 
(a) of this section may include such commercial and community facilities 
as the Commissioner deems adequate to serve the occupants of the property.” 

Sec. 109. The first sentence of section 214 of such Act is amended by striking 
out “mortgage amounts provided in this Act,” and inserting in lieu thereof 
“mortgage amounts including increased mortgage amounts in geographical areas 
where cost levels require an increase) provided in this Act,”’. 

Sec. 110. Section 218 of such Act is repealed. 

Seo. 111. Section 220(d) (3) of such Act is amended to read as follows: 

“(3) The mortgage shall— 

“(A) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) in 
an amount not in excess of 

“(i) $25,000 in the case of a property upon which there is located a 
dwelling designed principally for a one- or two-family residence, or in 
the case of a dwelling (or dwellings) designed for more than two 
families but less than twelve families, such greater amount as the Com- 
missioner may prescribe; 

“(ii) 97 per centum of $13,500 of the Commissioner’s estimate of the 
replacement cost of the property as of the date the mortgage is accepted 
for insurance plus 85 per centum of such cost in excess of $13,500 but 
not in excess of $16,000 and 70 per centum of such cost in excess of 
$16,000 if the application for insurance is for construction of a pro- 
posed dwelling approved for insurance prior to the beginning of 
construction ; 

“(iii) 97 per centum of $13,500 of the Commissioner’s estimate of the 
appraised value of the property as of the date the mortgage is accepted 
for insurance plus 85 per centum of such value in excess of $13,500 but 
not in excess of $16,000 and 70 per centum of such value in excess of 
$16,000 if the application for insurance covers (1) an existing dwelling, 
the construction of which was completed more than one year preceding 
the date of the appplication for insurance, or (2) a dwelling which is to 
be rehabilitated with the mortgage proceeds ; 

“(iv) 90 per centum of $13,500 of the Commissioner’s estimate of the 
appraised value of the property as of the date the mortgage is accepted 
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for insurance plus 85 per centum of such value in excess of $13,500 but 

not in excess of $16,000 and 70 per centum of such value in excess of 

$16,000 if the application for insurance covers (1) a dwelling unde 
construction at the time the application is filed, or (2) an existing 
dwelling, the construction of which was completed within one year 
prior to the date of the app.ication for insurance; 

“(v) 85 per centum of any mortgage amount computed under the 
foregoing provisions of this subparagraph (A) if the mortgagor is not 
the occupant of the property : Provided, That such 85 per centum limita. 
tion shall not be applicable if the mortgagor and mortgagee assume re 
sponsibility in a manner satisfactory to the Commissioner for the 
reduction of the mortgage by an amount not less than 15 per centum of 
the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization 
payment of the mortgage, sold to a purchaser acceptable to the Com- 
missioner who is the occupant of the property and who assumes and 
agrees to pay the mortgage indebtedness ; 

“(B) (i) not exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2)(B) of this subsection (d), not 
exceed $50,000,000 ; 

“(ii) not exceed (in the case of a property or project approved for mort- 
gage insurance prior to the beginning of construction) the Comissioner’s 
estimate of the replacement cost of the property or project when the pro- 
posed improvements are completed (the replacement cost may include the 
land, the proposed physical improvements, utilities within the boundaries 
of the land, architect's fees, taxes, interest during construction, and other 
miscellaneous charges incident to construction and approved by the Com- 
missioner, but shall not include any allowance for builder’s or sponsor's 
general overhead and profit) ; 

“(iii) not exceed 90 per centum of the Commissioner’s estimate of the 
value of the property or project when the proposed improvements are com- 
pleted if the proceeds of the mortgage are to be used for the repair or 
rehabilitation of a project or property ; and 

“(iv) not exceed, for such part of the property or project as may be 
attributable to dwelling use (excluding exterior land improvements as defined 
by the Commissioner), $2,250 per room (or $8,100 per family unit if the 
number of rooms in such property or project is less than four per family 
unit). The Commissioner may, in his discretion, increase the dollar amount 
limitation of $2,250 per room to not to exceed $2,700 per room and the dollar 
amount limitation of $8,100 per family unit to not to exceed $8,400 per family 
unit, as the case may be, to compensate for the higher costs incident to the 
construction of elevator-type structures and may, in his discretion, increase 
any of the foregoing dollar amount limitations by not to exceed $1,000 per 
room without regard to the number of rooms being less than four, or four 
or more, in any geographical area where he finds that cost levels so require. 

“(v) include such nondwelling facilities as the Commissioner deems ade 
quate to serve the needs of the occupants of the property and of other housing 
in the neighborhood.” 

Sec. 112. Section 221 of such Act is amended by— 

(1) inserting in the first proviso of the second sentence of subsection (a) 
the word “reasonable” immediately preceding the word “preference” ; 

(2) striking out “$10,000” in paragraph (2) of subsection (d) and insert- 
ing in lieu thereof “$12,000” ; 

(3) striking out paragraph (3) of subsection (d) and inserting the follow- 
ing new paragraph (3): 

“(3) if executed by a mortgagor which is a private nonprofit corporation, 
association, or organization acceptable to the Commissioner, not exceed— 

(i) $12,500,000; and 

(ii) $9,000 per family unit for such part of such property or project 
as may be attributable to dwelling use, except that the Commission may 
increase this amount to not to exceed $10,000 in any geographical area 
where he finds that cost levels so require; and 

“(iii) the Commissioner’s estimate of the replacement cost of the 
property or project when the proposed improvements are completed in 
the case of a property or project approved for mortgage insurance prior 
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to the beginning of construction (the replacement cost may include the 
land, the proposed physical improvements, utilities within the bound- 
aries of the land, architect’s fees, taxes, interest during construction, 
and other miscellaneous charges incident to construction and approval 
by the Commissioner) ; or 

“(iv) the Commissioner’s estimate of the value of the property or 
project when the proposed improvements are completed if the proceeds 
of the mortgage are to be used for the repair or rehabilitation of a 
property or project ;”’; 

(4) inserting the following new paragraph (4) in subsection (d) and 
renumbering paragraph (4) to be paragraph (5) : 

“(4) if executed by a mortgagor which is not a nonprofit organization, 
not exceed— 

(i) $12,500,000; and 

“(ii) $9,000 per family unit for such part of such property or project 
as may be attributable to dwelling use except that the Comniissioner 
may increase this amount to not to exceed $10,000 in any geographical 
area where he finds that cost levels so require; and 

“(iii) the Commissioner’s estimate of the replacement cost of the 
property or project when the proposed improvements are completed in 
the case of a property or project approved for mortgage insurance prior 
to the beginning of construction (the replacement cost may include 
the land, the proposed physical improvements, utilities within the 
boundaries of the land, architect’s fees, taxes, interest during con- 
struction, and other miscellaneous charges incident to construction and 
approved by the Commissioner, but shall not include any allowance for 
builder’s or sponsor’s general overhead or profit) ; or 

“(iv) 90 per centum of the Commissioner’s estimate of the value 
(as of the date the mortgage is accepted for insurance) of the property 
or project when the proposed improvements are completed if the pro- 
ceeds of the mortgage are to be used for the repair or rehabilitation of 
a property or project ;” ; 

(5) striking out the period at the end of subsection (d) and inserting in 
lieu thereof a semicolon and the following new paragraphs (6) and (7): 

“(6) in the case of mortgages meeting the requirements of paragraphs 
(3) or (4) of this section, cover a property or project for use as rental 
accommodations for twelve or more families eligible for occupancy as 
provided in this section; and 

“(7) in the case of mortgages meeting the requirements of such para- 
graphs (3) or (4), be executed by a mortgagor approved by the Commissioner. 
The Commissioner may in his discretion require such mortgagor to be regu- 
lated or restricted as to rents, sales, charges, capital structure, rate of re- 
turn and methods of operation, and for such purpose the Commissioner may 
make such contracts with and acquire, for not to exceed $100, such stock 
or interest in any such mortgagor as the Commissioner deems necessary to 
render effective such restriction or regulation. Such stock or interest shall 
be paid for out of the Section 221 Housing Insurance Fund and shall be 
redeemed by the mortgagor at par upon the termination of all obligations 
of the Commissioner under the insurance.” ; 

(6) inserting the following before the period at the end of subsection 
(f): “and may include such conmmercial and community facilities as the 
Commissioner deems adequate to serve the occupants” ; and 

(7) striking out “paragraph (3)” in paragraph (2) of subsection (g) and 
inserting in lieu thereof “paragraph (3) or (4)”. 

Sec. 113. Section 227 of such Act is amended by— 

(1) striking out clause (iv) in subsection (a) and everything following 
clause (iv) and inserting in lieu thereof the following: “(iv) under section 
221 if the mortgage meets the requirements of paragraph (3) or (4) of sub- 
section (d) thereof, or (v) under section 230 ;” and 

(2) striking out in subsection (c) the last two sentences and inserting 
in lieu thereof the following: “In the case of a mortgage insured under 
section 220 (d) (3) (B) (ii) or section 221 (d) (4) (iii), the ‘actual cost’ 
computed pursuant to the provisions of this paragraph (c) shall not include 
the allowances for general overhead items and builder’s profit set forth in 
clause (i) of this subsection.” 
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Sec. 114. Title II of such act is amended by adding the following at the end 
thereof : 
“VOLUNTARY TERMINATION OF INSURANCE 


“Sec. 229. Notwithstanding any other provision of this Act and with respect 
to any mortgage heretofore or hereafter insured under this Act, the Commfs. 
sioner is authorized to terminate any mortgage insurance contract upon request 
by the mortgagor and mortgagee and upon payment of such termination charge 
as the Commissioner determines to be equitable, taking into consideration the 
necessity of protecting the various insurance funds. Upon such termination 
mortgagors and mortgagees shall be entitled to the rights, if any, to which they 
would be entitled under this Act if the insurance contract were terminated by 
payment in full of the insured mortgage.” 

Sec. 115. Title II of such Act is amended by adding the following at the end 
thereof : 
“HOUSING FOR THE ELDERLY 


“Sec. 230. (a) The purpose of this section is to assist in relieving the shortage 
of housing for elderly persons and to increase the supply of rental housing for 
elderly persons. 

“For the purposes of this section— 

“(1) the term ‘housing’ means a project or property having eight or more 
new or rehabilitated living units, specially designed for the use and occv- 
pancy of elderly persons ; 

(2) the term ‘elderly person’ means any person, married or single, who 
is sixty years of age or more; 

“(3) the terms ‘mortgage’, ‘mortgagee’, ‘mortgagor’, and ‘maturity date’ 
shall have the meanings set forth in section 297 of this Act. 

“(b) The Commissioner is authorized to insure any mortgage (including 
advances on mortgages during construction) in accordance with the provisions 
of this section upon such terms and conditions as he may prescribe and to make 
commitments for insurance of such mortgages prior to the date of their execution 
or disbursement thereon. 

“(e) To be eligible for insurance under this section, a mortgage to provide 
housing for elderly persons shall— 

“(1) involve a principal obligation in an amount not to exceed $12,500,000, 
or, if executed by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or nonprofit development or housing 
corporations restricted by Federal or State laws or regulations of State 
banking or insurance departments as to rents, charges, capital structure, rate 
of return, and methods of operation, not to exceed $50,000,000 ; 

“(2) not exceed, for such part of such property or project as may be 
attributable to dwelling use, $8,100 per living unit: Provided, That the Com- 
missioner may, in his discretion, increase the dollar amount limitation of 
$8,100 per unit to not to exceed $8,400 per unit to compensate for the higher 
costs incident to the construction of elevator-type structures and may 
increase each of the foregoing dollar amount limitations by not to exceed 
$1,000 per room in any geographical area where he finds that cost levels so 
require ; 

“(3) if executed by a mortgagor which is a private nonprofit corporation, 
association, or organization acceptable to the Commissioner, involve a prin- 
cipal obligation not in excess of 90 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property or 
project when the proposed improvements are completed (the replacement 
cost may include the land, the proposed physical improvements, utilities 
within the boundaries of the land, architect’s fees, taxes, interest during 
construction, and other miscellaneous charges incident to construction and 
approved by the Commissioner) ; 

“(4) if executed by a mortgagor approved by the Commissioner which 
is not a nonprofit corporation, association, or organization, involve a prin- 
cipal obligation not in excess of 90 per centum of the Commissioner's 
estimate of the value of the property or project when the proposed improve- 
ments are completed (the Commissioner may in his discretion require such 
mortgagor to be regulated or restricted as to rents, sales, charges, capital 
structure, rate of return, and methods of operation, and for such purpose 
the Commissioner may make such contracts with and acquire, for not to 

exceed $100, such stock or interest in any such mortgagor as the Com- 
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missioner deems necessary to render effective such restriction or regulation. 
Such stock or interest shall be paid for out of the Housing Insurance Fund 
and shall be redeemed by the mortgagor at par upon the termination of all 
obligations of the Commissioner under the insurance) ; 

“(5) provide for complete amortization by periodic payments within 
such term as the Commissioner shall prescribe ; 

“(6) bear interest (exclusive of premium charges for insurance) at not 
to exceed 514 per centum per annum on the amount of the principal obliga- 
tion outstanding at any time; 

“(7) cover a property or project which is approved for mortgage insur- 
ance prior to the beginning of construction or rehabilitation, which is 
specially designed for the use and occupancy of elderly persons in accord- 
ance with standards established by the Commissioner, and which may 
include such commercial and special facilities as the Commissioner deems 
adequate to serve the occupants. 

“(d) The Commissioner may consent to the release of a part or parts of the 
mortgaged property from the lien of any mortgage insured under this section 
upon such terms and conditions as he may prescribe, and shall prescribe such 
procedures as in his judgment are necessary to secure to elderly persons a 
preference or priority of opportunity to occupy such property. 

“(e) The provisions of subsections (d), (e), (f), (2), (hb), (i), (J), (k), Q), 
(m), (n), and (p) of section 207 of this Act shall apply to mortgages insured 
under this section, and all references therein to section 207 shall refer to this 
section.” 

Sec. 116. Section 512 of such Act is amended by adding the following at the 
end thereof: “For the purposes of compliance with this section the Commis- 
sioner’s notice of a proposed determination under this section shall be considered 
to have been received by the interested person or firm if the notice is properly 
mailed to the last known address of such person or firm.” 

Seo. 117. Section 803 of such Act is amended by— 

(1) striking out “June 30, 1959” in subsection (a) and inserting in lieu 
thereof “June 30, 1960” ; 

(2) striking out the second sentence in paragraph (3) of subsection (b) 
and inserting in lieu thereof the following: “The mortgage shall provide for 
complete amortization by periodic payments within such terms as the Com- 
missioner shall prescribe, but not to exceed thirty years from the beginning 
of amortization of the mortgage, and shall bear interest (exclusive of 
premium charges for insurance) at not to exceed 5% per centum per annum 
of the principal obligation outstanding at any time.” ; 

(3) adding at the end of said paragraph (3) the following: “The property 
or project may include such nondwelling facilities as the Commissioner 
deems adequate to serve the occupants.” ; and 

(4) adding at the end of subsection (c) the following :“The Commissioner 
is further authorized to reduce the amount of premium below one-half of 1 
per centum per annum with respect to any mortgage acquired by the 
Secretary of Defense or his designee if the mortgage is insured pursuant to 
the provisions of this title as in effect prior to August 11, 1955.”. 


TITLE II—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Szo. 201. Section 302(b) of the National Housing Act is amended by striking 
* out everything following “(3)” and inserting in lieu thereof “except with respect 

to mortgages insured under section 803 or mortgages covering property located in 
Alaska, Guam, or Hawaii, the Association may not purchase any mortgage if 
the original principal obligation thereof for each family residence or dwelling 
unit covered by the mortgage exceeds or exceeded $20,000 in the case of a 
mortgage offered for purchase under section 304, or $15,000 in the case of a 
mortgage offered for purchase under section 305.” 

Sec. 202. Section 305(b) of such Act is amended by striking out everything 
following the first sentence thereof, and inserting in lieu thereof the following: 
“Subject to the provisions of this section, the prices to be paid by the Association 
for mortgages purchased in its operations under this section shall be established 
from time to time by the Association. The Association shall impose charges or 
fees for its services under this section with the objectives that all costs and 
expenses of its operations under this section should be within its income derived 
from such operations and that such operations should be fully self-supporting.” 










44 HOUSING ACT OF 1959 















Sec. 203. (a) Sections 304(b) and 306 (b) of such Act are amended by 
striking out “and bonds or other obligations of, or bonds or other obligations 
guaranteed as to principal and interest by, the United States” and inserting 
in lieu thereof “and obligations of the United States or guaranteed thereby, 
or obligations which are lawful investments for fiduciary, trust, or public 
funds”. 

(b) Section 310 of such Act is amended by striking out “in bonds or other 
obligations of, or in bonds or other obligations guaranteed as to principal and 
interest by, the United States” and inserting in lieu thereof ‘in obligations of 
the United States or guaranteed thereby, or in obligations which are lawful 
investments for fiduciary, trust, or public funds.” 

Sec. 204. (a) Section 306 of such Act is amended by adding at the end thereof 
the following subsection : 

“(e) Notwithstanding any of the provisions of this Act or of any other law, 
the Association is authorized, under the aforesaid separate accountability, to 
make commitments to purchase and to purchase, service, or sell any mortgages 
offered to it by the Housing and Home Finance Administrator or the Housing 
and Home Finance Agency, or by such Agency’s constituent units or agencies or 
the heads thereof, after such Administrator has found the acquisition thereof 
by the Association to be in the interest of the efficient management and liquida- 
tion of the mortgages. There shall be excluded from the total amounts set 
forth in subsection (c) hereof the amounts of any mortgages purchased by the 
Association pursuant to this subsection.” 

(b) In connection with the sale of any mortgages to the Federal National 
Mortgage Association pursuant to section 306(e) of the Federal National Mort- 
gage Association Charter Act, the Housing and Home Finance Administrator 
is authorized, and any other official, unit, or agency selling such mortgages there- 
under is directed, to transfer to the Association from time to time, from authoriza- 
tions, limitations, and funds available for administrative expenses of such official, 
unit, or agency in connection with the same mortgages, such amounts thereof 
as said Administrator determines to be required for administrative expenses 
of the Association in connection with the purchase, servicing, and sale of such 
mortgages : Provided, That no such transfer shall be made after a budget estimate 
of the Association with respect to the same mortgages has been submitted to and 
finally acted upon by the Congress. 


TITLE III—URBAN RENEWAL 


Sec. 301. Section 101(b) of the Housing Act of 1949 is amended by adding 
at the end thereof a new sentence as follows: “The Administrator shall particu- 
larly encourage the utilization of local public agencies established by the States 
to operate on a statewide basis in behalf of smaller communities within the State, 
whenever that arrangement provides an effective solution to community develop- 
ment or redevelopment problems in such communities, and is approved by 
resolution or ordinance of the governing bodies of the affected communities.” 

Sec. 302. Section 102(a) of such Act is amended by striking out in the second 
sentence the words “as part of the gross project cost” and inserting in lieu 
thereof “for such purposes”. 

Sec. 303. (a) Section 102(c) of such Act is amended by— 

(1) inserting “feasibly, as determined by the Administrator,” after 
“obtain” ; 

(2) striking out “it may do so with the consent of” and inserting in lieu 
thereof “it shall do so under terms approved by” ; and 

(3) striking out “repayment of’ and inserting in lieu thereof ‘repayment 
of the principal of and the interest on”. 

(b) Section 102(e) of such Act is amended to read as follows: 

“(e) The total amount of loan contracts outstanding at any one time under 
this title shall not exceed the aggregate of the estimated expenditures to be made 
by local public agencies as part. of the gross project cost of the projects assisted 
by such contracts. To obtain funds for advance and loan disbursements under 
this title, the Administrator may issue and have outstanding at any one time 
notes and obligations for purchase by the Secretary of the Treasury in an amount 
which shall not, unless authorized by the President, exceed $1,000,000,000, it 
being the intention of this section that, to the fullest extent determined to be 
feasible by the Administrator, local public agencies shall obtain loan funds from 
sources other than the Federal Government, including such funds obtained in 
accordance with subsection (c). For the purpose of establishing unpaid obliga- 
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tions as of a given date against the authorization contained in the preceding sen- 
tence, the Administrator shall estimate the maximum amount to be required to 
pe borrowed from the Treasury and outstanding at any one time with respect 
to loan commitments in effect on such date.” 

Sec. 304. (a) Section 103(a) of such Act is amended by striking out the second 
sentence and inserting in lieu thereof the following: “The aggregate of capital 
grants with respect to all the projects of a local public agency on which con- 
tracts for capital grants have been made under this title shall not exceed the 
total amount obtained by adding together the amounts for each such project 
determined by multiplying its net project cost by the applicable percentage. 
Such percentage, which shall apply to each project receiving initial Federal 
recognition during the period specified, shall be 6624 per centum for the period 
prior to July 1, 1960; 60 per centum for the period between July 1, 1960, and 
June 30, 1961, inclusive ; 55 per centum for the period between July 1, 1961, and 
June 30, 1962, inclusive; and 50 per centum for any time thereafter: Provided, 
That the percentage for any project for which no planning advance or grant 
is received and retained by the local public agency and which the Administrator, 
at the request of such agency, may approve on a three-fourths capital grant basis 
shall be 75 per centum, or such lesser percentage as the Administrator determines 
to be generally consistent with the percentage of net project costs hereunder 
applicable at the time to projects not so approved.” 

(b) Section 104 of such Act is amended to read as follows : 

“Sec. 104. Every contract for capital grants under this title shall require local 
grants-in-aid in connection with the project involved which, together with the 
local grants-in-aid to be provided in connection with all other projects of the 
local public agency on which contracts for capital grants have theretofore been 
made, will be at least equal to the difference between the aggregate net project 
costs involved and the sum described in the second sentence of section 108 (a).” 

Sec. 305. (a) The first sentence of section 103(b) of such Act is amended by 
(1) inserting after “$1,450,000,000" the following: “, which limit shall be in- 
creased by $250,000,000 on July 1 in each of the years 1959, 1960, and 1961 and 
by $200,000,000 on July 1 in each of the years 1962, 1963, and 1964”, and (2) in- 
serting in the proviso after “such limit” the following: “, and any such au- 
thorized increase therein,”’. 

(b) The last sentence of section 103(b) of such Act is amended by inserting 
the following before the period at the end thereof: “: Provided, That any 
amounts so appropriated shall also be available for repaying to the Secretary of 
the Treasury, for application to notes of the Administrator, the principal 
amounts of any funds advanced to local public agencies under this title which 
the Administrator determines to be uncollectible because of the termination of 
activities for which such advances were made, together with the interest paid or 
accrued to the Secretary (as determined by him) attributable to notes given by 
the Administrator in connection with such advances, but all such repayments 
shall constitute a charge against the authorization to make contracts for grants 
contained in this section: Provided further, That no such determination of the 
Administrator shall be construed to prejudice the rights of the United States 
with respect to any such advance.” 

Sec. 306. (a) Such Act is amended by— 

(1) striking out in the first sentence of section 102(d) the following: 
“The Administrator may make advances of funds to local public agencies 
for surveys of urban areas to determine whether the undertaking of urban 
renewal projects therein may be feasible and” and inserting in lieu thereof 
“Prior to July 1, 1960, the Administrator may contract to make advances 
of funds to local public agencies” ; 

(2) inserting after “the Administrator” in the first sentence of the 
second paragraph of section 102(d) the following: “, prior to July 1, 1960,” ; 

(83) adding the following new subsection to section 103: 

“(c) The Administrator may make grants to local public agencies for the 
preparation or completion of community renewal programs, which may include, 
without being limited to, (i) the identification of slum areas or blighted. deterio- 
rated, or deteriorating areas in the community, (ii) the measurement of the 
nature and degree of blight and blighting factors within such areas, (iii) de- 
termination of the financial, relocation, and other resources needed and available 
to renew such areas, (iv) the identificatidn of potential project areas and, 
where feasible, types of urban renewal action contemplated within such areas, 
and (v) scheduling or programming of urban renewal activities. Such pro- 
grams shall conform, in the determination of the governing body of the locality, 
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to the general plan of the locality as a whole. The Administrator may establish 
reasonable requirements respecting the scope and content of such programs. 
No contract for a grant pursuant to this subsection shall be made unless the 
governing body of the locality involved has by resolution or ordinance approved 
the preparation or completion of the community renewal program, and the sub- 
mission by the local public agency of an application for such a grant. Notwitb- 
standing section 110(h) or the use in any other provision of this title of the 
term ‘local public agency’ or ‘local public agencies’, the Administrator may 
make grants pursuant to this subsection for the preparation or completion of 
a community renewal program to a single local public body authorized to per- 
form the planning work necessary to such preparation or completion. No grant 
made under this subsection shall exceed a fixed percentage of the cost (as such 
cost is determined or estimated by the Administrator) of the preparation or 
completion of the community renewal program for which such grant is made. 
Such fixed percentage shall be the same as the percentage which would apply 
under section 103(a) to any capital grants for the projects involved.” 

(b) Section 110(d) of such Act is further amended by adding at the end 
thereof the following new paragraph: 

“Notwithstanding any other provision of this subsection, in any community 
for which there exists a community renewal program meeting the requirements 
of the Administrator established pursuant to section 103(c) hereof, no sub- 
Sequent donation or provision of a public improvement or public facility of a 
type falling within the purview of this subsection shall be deemed to be in- 
eligible as a local grant-in-aid for any project in conformity with such com- 
munity renewal program solely on the basis that the construction of such 
improvement or facility was commenced without notification to the Adminis- 
trator and prior to Federal recognition of such project, if such construction was 
commenced not more than five years prior to the authorization by the Ad- 
ministrator of a contract for loan or capital grant for the project.” 

(c) Such Act is further amended— 

(1) by striking out the word “capital” in section 100, in the heading 
preceding section 103, the first time it appears in the first sentence of 
section 103(a), each place it appears in section 103(b), and in sections 
106(a) (3), 106(b), 106(c) (6), and 106(¢) (8) : 

(2) by striking out the words “for urban renewal projects” in section 100; 

(3) by inserting in section 101(a) after the word “title” in the first place 
where it appears therein “or for grants pursuant to subsection (c) of section 
103 hereof”; and 

(4) by striking out of the third paragraph of section 110(c) the word 
“capital” each place it appears. 

Sec. 307. (a) Section 108 of such Act is amended by adding the following 
new subsection : 

“(d) After June 30, 1960, the Administrator may make planning grants to 
local public agencies for surveys and plans for urban renewal projects as defined 
in this title, including, but not limited to, (i) plans for carrying out a program 
of voluntary repair and rehabilitation of buildings and improvements, (ii) plans 
for the enforcement of State and local laws, codes, and regulations releting to 
the use of land and the use and occupancy of buildings and improvements, and 
to the compulsory repair, rehabilitation, demolition, or removal of buildings 
and improvements, and (iii) appraisals, title searches, and other preliminary 
work necessary to prepare for the acquisition of land, all in connection with the 
undertaking of projects. No contract for planning grant shall be made unless 
the governing body of the locality involved has by resolution or ordinance ap- 
proved the undertaking of the surveys and plans and the submission by the local 
public agency of an application for such a planning grant. Notwithstanding 
section 110(h) or the use in any other provision of this title of the term ‘local 
public agency’ or ‘local public agencies’, the Administrator may make planning 
grants for surveys and plans for an urban renewal project to a single local public 
body which has the authority to undertake and carry out a substantial portion, 
as determined by the Administrator, of the surveys and plans or of the contem- 
plated project: Provided, That the application for such planning grant shows. 
to the satisfaction of the Administrator, that the filing thereof has been approved 
by the public body or bodies authorized to undertake those portions of the sur- 
veys and plans or of the project which the applicant is not authorized to under- 
take. No planning grant made under this subsection shall exceed a fixed 
percentage of the cost (as such cost is determined or estimated by the Admin- 
istrator) of the surveys and plans for which such grant is made. Such fixed 
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percentage shall be the same as the percentage which would apply under section 
103(a) to any capital grants for the projects involved.” 

(b) Such Act is amended effective July 1, 1960, to— 

(1) striking out from section 101(a) “advances” and inserting in lieu 
thereof “planning grants” ; 

2) striking out subsection (d) of section 102 and redesignating sub- 
sections (e), (f), and (g) as subsections (d), (e), and (f), respectively ; 

(3) striking out in the last paragraph of section 110(c) “advances” and 
“outstanding advances,” and inserting in lieu thereof “planning grants’; and 

(4) inserting in clause (1) of section 110(e) after the word “undertak- 
ings,” the following: “(except surveys and plans financed under section 
108 (d)).” 

(c) Notwithstanding any other provision of this section or section 306, the 
Administrator is authorized to amend, at any time after July 1, 1960, any con- 
tract for advance entered into under section 102(d) of the Housing Act of 1949, 
for the purpose of providing additional advances thereunder or for any other 
purpose necessary to the completion of the survey and planning work covered by 
such contract. 

Sec. 308. Section 105(b) of such Act is amended by adding the following be- 
fore the semicolon at the end thereof: “: And provided further, That, with 
respect to any improvements of a type which it is otherwise authorized to under- 
take, any Federal agency (as defined in section 3(b) of the Federal Property 
and Administrative Services Act of 1949, as amended, and also including the 
District of Columbia or any agency thereof) is hereby authorized to become 
obligated in accordance with this subsection (b), except that clause (ii) of this 
subsection shall apply to such Federal agency only to the extent that it is au- 
thorized (and funds have been made available) to make the improvements 
involved.” 

Sec. 309. Section 106(e) of such Act is amended by striking out all before 
the proviso and inserting in lieu thereof the following: “Not more than 12% 
per centum of the grant funds provided for in this title shall be expended for 
capital grants in any one State:”. 

Sec. 310. Section 110(b) of such Act is amended by inserting in clause (2) 
after “to indicate” the following: “, to the extent required by the Administrator 
for the making of loans and grants under this title,”. 

Sec. 311. Section 110(c) of such Act is amended by inserting before the last 
paragraph thereof the following paragraph : 

“Notwithstanding the first sentence of the preceding paragraph, the Adminis- 
trator (i) may extend financial assistance, other than capital grants, under this 
title to local public agencies for projects in urban renewal areas (other than 
open land areas) which are not clearly predominantly residential in character 
und which will not be predominantly residential under the urban renewal plan 
therefor, and (ii) may make, and agree to make, loans to refund temporary 
loans for such projects, as provided in this paragraph. Any such refunding loan 
shall be made when the project involved has been completed, shall provide for 
repayment within ten years, and shall be in an amount not exceeding the net 
project cost of such project. The aggregate amount of all such refunding loans 
outstanding at any one time shall not exceed $150,000,000. Except as otherwise 
provided in this paragraph, all loans hereunder shall be subject to the pro- 
visions of this title applicable to temporary and definitive loans. Section 102(c) 
is hereby made applicable to all loans authorized by this paragraph, and the 
Administrator shall require local public agencies to obtain loan funds from 
sources other than the Federal Government unless the Administrator determines 
in the particular case involved that such action is not feasible.” 

SEc. 312. Section 110(e) of such Act is amended by striking out the first 
sentence and inserting in lieu thereof the following: 

““Gross project cost’ shall comprise (1) the amount of the expenditures by 
the local public agency with respect to any and all undertakings necessary to 
carry out the project (including the payment of carrying charges, but not beyond 
the point where the project is completed), and (2) the amount of such local 
grants-in-aid as are furnished in forms other than cash. There may be in- 
cluded as part of the gross project cost, under any contract for loan or grant 
heretofore or hereafter executed under this title, with respect to moneys of the 
local public agency which are actually expended and outstanding for under- 
takings (other than in the form of local grants-in-aid) necessary to carry out 
the project, in the absence of carrying charges on such moneys, an amount in 
lieu of carrying charges which might otherwise have been payable thereon for 
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the period such moneys are expended and outstanding but not beyond the point 
where the project is completed, computed for each six-month period or portion 
thereof, at an interest rate to be determined by the Administrator after taking 
into consideration for each preceding six-month period the average interest 
rate borne by any obligations of local public agencies for short-term funds ob. 
tained from sources other than the Federal Government in the manner provided 
in section 102 (c): Provided, That such amount may be computed on the net 
total of all such moneys of the local public agency remaining expended and out- 
standing, less other moneys received from the project undertaken in excess of 
project expenditures, in all projects of the local public agency under this title, 
and allocated, as the Administrator may determine, to each of such projects, 
With respect to a project for which a contract for capital grant has been executed 
on a three-fourths basis pursuant to the proviso in the third sentence of section 
103 (a), gross project cost shall include, in lieu of the amount specified in clause 
(1) above, the amount of the expenditures by the local public agency with respect 
to the following undertakings and activities necessary to carry out such project: 
“(i) acquisition of land (but only to the extent of the consideration paid 
to the owner and not title, appraisal, negotiating, legal, or any other ex- 
penditures of the local public agency incidental to acquiring land) disposi- 
tion of land, demolition and removal of buildings and improvements, and 
site preparation and improvements, all as provided in paragraphs (1), (2), 
(3), (4), and (6) of section 110 (¢) ; and 
“(ii) the payment of carrying charges related to the undertakings in 
clause (i) (ineluding amounts in lieu of carrying charges as determined 
above), exclusive of taxes and payments in lieu of taxes but not beyond the 
point where such a project is completed; but not the cost of any other un- 
dertakings and activities (including. but without being limited to, the cost 
of surveys and plans, legal services of any kind, and all administrative and 
overhead expenses of the local public agency) with respect to such project.” 

Sec. 313. Section 110 (g) of such Act is amended by— 

(1) striking out of the first sentence “is approved” and inserting in lieu 
thereof “for any project under this title is authorized” ; 

(2) inserting in the second sentence after “Any” the word “such”; and 

(3) striking out of the second sentence “contract is revised or superseded 
by such later contract” and inserting in lieu thereof “later contract is 
authorized”. 

Sec. 314. Section 110 of such Act is amended by adding thé following at the 
end thereof : 

“(k) ‘Federal recognition’ means execution of any contract for financial 
assistance under this title or concurrence by the Administrator in the com- 
mencement, without such assistance, of surveys and plans.” 

Sec. 315. Section 701 of the Housing Act of 1954 is amended by striking out 
in the last sentence “$10,000,000” and inserting in lieu thereof $20,000,000". 

Sec. 316. The next to last sentence of paragraph 7 of section 5136 of the 
Revised Statutes, as amended, is amended by striking out “prior to the ma- 
turity of such obligations (which obligations shall have a maturity of not 
more than eighteen months), moneys in an amount which (together with any 
other moneys irrevocably committed to the payment of interest on such obli- 
gations) will suffice to pay the principal of such obligations with interest to 
maturity thereon, which moneys under the terms of said agreement are required 
to be used for the purpose of paying the principal of and the interest on such 
obligations at their maturity” the first place it appears and inserting in lieu 
thereof the following: “prior to the maturity of the principal of and the in- 
terest on such obligations, moneys in an amount which (together with any 
other moneys irrevocably committed to the payment of interest on such obli- 
gations) will suffice to pay when due all installments of the principal of and 
the interest on such obligations, which moneys under the terms of said agree- 
ment are required to be used for the purpose of paying when due all install- 
ments of the principal of and the interest on such obligations”. 


TITLE IV—MISCELLANEOUS 


Sec. 401. Section 702 of the Housing Act of 1954 is amended by adding the 
following new subsection: 

“(f) The Administator is authorized to use during any fiscal year not to 
exceed $50,000 of the moneys in the revolving fund (established under sub- 
section (e)) to conduct surveys of the status and current volume of State 
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and local public works planning and surveys of estimated requirements for 
State and local public works: Provided, That the Administrator, in conducting 
any such survey, may utilize or act through any Federal department or agency 
with its consent.” 

Sec. 402. (a) Section 12(c) of the United States Housing Act of 1937 is 
amended by striking out the word “only” in the first sentence, and by striking 
out the last sentence. 

(b) Section 13(e) of such Act is hereby amended by striking out “(except 
jow-rent housing projects, the disposition of which is governed elsewhere in 
this Act)” in the first sentence. , 

Sec. 408. Section 606 of the Act entitled “An Act to expedite the provision 
of housing in connection with national defense, and for other purposes”, ap- 
proved October 14, 1940, as amended, is amended— 

(1) by inserting the following sentence after the first sentence of sub- 
section (b): “If any such project is consolidated under a single annual 
contributions contract with any low-rent project being assisted with annual 
contributions under the said Act, the payment of any annual contribution 
on account of any project so assisted shall not be deemed to be a capital 
grant or annual contribution with respect to any project conveyed here- 
under.” ; and 

(2) by inserting the following proviso before the semicolon at the end 
of subparagraph (¢c)(3): “: Provided, That the provisions of this sub- 
paragraph shall not be applicable to any project which is consolidated 
under a single contract with one or more low-rent projects being assisted 
under the United States Housing Act of 1937, and all income from any 
such project conveyed under this section may be commingled with funds of 
the project or projects with which it is consolidated and applied in accord- 
ance with the requirements of the consolidated contract and the provisions 
of section 10(¢c) of the said Act”. 

Sec. 404. The use of projects PA-36011 and PA-36012 (which were conveyed 
to the Housing Authority of Philadelphia, Pennsylvania, under section 406(¢) 
of the Housing Act of 1956) for the housing of military personnel and civilians 
employed in defense activities without regard to their income, and the giving 
of a preference in respect of seven hundred dwelling units in such projects for 
such military personnel as the Secretary of Defense or his designee prescribes, 
for a period of six years after the date of the conveyance of such projects, is 
authorized; and such use and the giving of such preferences shall not deprive 
such projects of their status as “low-rent housing” as that term is used and 
defined in the United States Housing Act, of 1937 and within the meaning of 
that term as used in section 606(b) of the Act entitled “An Act to expedite 
the provision of housing in connection with national defense, and for other 
purposes’, approved October 14, 1940, as amended. The Housing and Home 
Finance Administrator is authorized and directed to agree to any amendments 
to the instruments of conveyance which may be required to give effect to the 
purposes of this section. 

Sec. 405. Section 610(a) of the Housing Act of 1954 is amended by striking 
out “July 31, 1959” and inserting in lieu thereof ‘July 31, 1961”. 











































SECTION-BY-SECTION ANALYSIS OF Housine AcT oF 1959, S. 612, PROPOSED BY 
HovusING AND HOME FINANCE AGENCY 


Section 1.—Short title. 


TITLE I—FHA 





INSURANCE 















Section 101. Extension of FHA title I, home repair and improvement pro- 
gram.—This section would provide for an indefinite extension of the title I home 
repair and improvement loan insurance program which would otherwise expire 
on September 30, 1959. Under this program, the FHA insures qualified lending 
institutions against loss within prescribed limits on loans made to finance alter- 
ations, repairs, and improvements in connection with existing structures and the 
building of new nonresidential structures. FHA’s liability is limited to 10 per- 
cent of the total amount of all title I loans made by the individual insured 
lending institution. Also, under coinsurance provisions enacted in 1954, FHA’s 
liability is limited to 90 percent of the loss on each individual loan. 

The importance of this program to the maintenance of the Nation’s housing 
inventory, to the carrying out of urban renewal operations in blighted or declin- 
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ing neighborhoods, and to a continuing volume of employment and activity in 
the home construction industry provides ample justification for recognizing by 
Statute that the title I program of loan insurance for property improvements 
should be a permanent part of FHA operations. 

The coinsurance provisions for this program enacted in 1954, coupled with 
improved standards for lender and dealer operations and with more comprehen- 
sive FHA supervision of lender operations, has markedly reduced the level of 
claims and FHA net losses under the program. As a consequence, it has been 
possible to reduce the FHA insurance premium from three-fourths of 1 percent 
per year to one-half of 1 percent per year, based on the net proceeds of the loan, 

Statutory increases enacted in 1956 in the maximum loan amount to $3,500 
for regular loans and in repayment period to 5 years, from previous limits of 
$2,500 and 3 years, have been beneficial in enabling title I financing to cover q 
gr reater range of property improvements. This, in turn, is helpful to local urban 
renewal programs. More than 10 percent of the total net proceeds of loans 
insured under title I in 1957 was covered by loans with face amounts of $3,000 
or more. 

Section 102. Removal of general mortgage insurance authorization limits— 
This section would remove from the National Housing Act all established limita- 
tions on the amounts of aggregate insurance volume which may be written by the 
Agency or which may be outstanding at any one time under its various insurance 
programs, exclusive of title VIII (military housing). Its effect is to authorize 
FHA to accept for insurance any volume of loans submitted by private lenders 
if these loans conform to the standards established by statute and by FHA 
administrative rules under the various insurance programs of the Agency, in- 
cluding the repair and improvement loan program. 

This amendment is important for several reasons. First, the volume of appli- 
cations for FHA mortgage insurance during any period of time is not determined 
by FHA actions or programing but rather by factors and developments in the 
national economy and in the general money market which are not susceptible to 
even reasonably accurate prediction. Illustrative of extremes in this condition 
have been operations in the fiscal year 1957 and the present fiscal year. In the 
earlier year, there was no net use of the general insurance authorization under 
section 217 of the National Housing Act; while in the present 12-month period, 
use of authorization may exceed $9 billion. Yet initial budget projections and 
congressional budget authorizations in both cases contemplated operations in- 
volving about $3 billion of net use of authorization. Changes in money market 
conditions, in general economic conditions, in FHA enabling legislation, and in 
operations of related Government programs which occurred after the time of 
initial budget projections all contributed to causing the wide variance between 
initial projections of operations and actual volume. Second, the adoption of the 
certified agency procedure in section 203 operations creates a volume of insur- 
ance commitments which is not susceptible to refined control by FHA. Third, 
the main effect of authorization limitations is oftentimes a serious and undesir- 
able disturbance to private home construction and financing. Because of recur- 
ring depletion of insurance authorization, industry has been time after time 
required to adjust its pace of planning and operations to a restricted. flow of 
FHA commitments rather than to the economic needs of the Nation. Fourth, 
the real risk of financial burden on the U.S. Treasury, if any, is determined by 
the character and duration of insurance programs authorized and the effec- 
tiveness of FHA underwriting processes, rather than by arbitrary ceilings on the 
maximum level of insured unpaid balances of loans. 

The proposed removal of ceilings on insurance authorizations for FHA per- 
manent insurance programs is therefore urgently recommended. 

Section 108. Technical provisions relating to payment of insurance by FHA— 
Section 204 of the National Housing Act contains a number of provisions which 
govern the obligations of the FHA to the mortgagee where there has been a de 
fault under a mortgage on sales housing financed under section 203 of the act, 
the section authorizing FHA’s basic program of assistance for one- to four- 
family homes. Similar provisions governing the FHA’s insurance obligations 
are necessary in connection with each of the following special sales housing 
programs: (1) Section 8, which at one time governed the program (now g0v- 
erned by section 203(i)) for low-cost, single-family homes in outlying areas; 
(2) section 213 which includes assistance for homes constructed by cooperatives 
for their own members: (3) section 220 which includes assistance for sales 
housing in urban renewal areas: (4) section 221 which includes a sales housing 
program for persons displaced from urban renewal areas or by governmental 
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action; (5) section 222 which provides special benefits in financing homes for 
servicemen; and (6) section 809 which assists sales housing for essential 
cvilian employees at military research or development installations. ‘The pro- 
visions governing the payment of insurance are incorporated in each of the six 
listed sections by cross references to provisions in section 204. 

As the six listed sections were added or amended from time to time and as 
section 204 was amended from time to time, oversights in drafting resulted in 
the failure to make all the appropriate cross-references to all the appropriate 
provisions in section 204. Section 103 of this bill would correct these drafting 
oversights which have resulted in inconsistencies in FHA’s dealings with mort- 
gagees and in troublesome problems both in administration and in managing fore- 
closed properties. 

Subsection (a) would add to section 8 of the National Housing Act a cross- 
reference to subsections (j) and (k) of section 204 of that act. Subsection 
24(j) permits termination of the mortgagee’s liability for payment of mort- 
gage insurance premiums in those cases where the mortgagee forecloses on the 
mortgaged property but informs the Commissioner that it does not intend to 
convey the property to FHA in exchange for debentures. Upon such notifica- 
tion (which terminates FHA’s insurance liability), the FHA terminates the 
mortgagee’s obligation to pay subsequent mortgage insurance premiums. Simi- 
lar termination of the mortgagee’s obligation results under section 204(j) 
when FHA’s insurance liability terminates because the mortgage has been pre- 
paid in full. : 

Subsection 204(k) permits the Federal Housing Commissioner to authorize 
mortgagees to make reimbursable expenditures for protection of properties dur- 
ing the period commencing with the institution of foreclosure and continuing 
until the Commissioner takes title to the property. Subsection (k) also permits 
terminating the mortgagee’s obligation to pay mortgage insurance premiums 
when an application for debentures has been filed under the insurance contract. 
This makes it unnecessary for the mortgagee to pay insurance premiums up to 
the date of acceptance of title by the FHA and then have the amount of these 
premium payments included in the debentures which the FHA issues to the 
mortgagee. The provision thus eliminates unnecessary procedures and pay- 
ments of interest by FHA, there being no point in having the FHA collect sums 
of money from the mortgagee which would only have to be repaid with interest. 

Subsection (b) of section 108 of the bill would similarly add the cross-refer- 
ence to section 204(k) of the National Housing Act to sections 213, 220, 221, 
222, and 809 of that act. Thus, this entire section is merely a technical 
amendment. 

Section 104. Increased mortgage amounts under section 203 and trade-in house 
program.—This section would make two amendments in section 203 of the 
National Housing Act which authorizes FHA’s basic mortgage insurance pro- 
gram for sales housing. The first amendment would increase the maximum 
mortgage amount on single-family and two-family homes insured under the 
basic section 203 and related programs from $20,000 to $25,000. The three- and 
four-family maximums of $27,500 and $35,000 would remain unchanged, and no 
change is proposed in the maximum loan-to-value formula established by Public 
Law 85-364, the act to stimulate residential construction. 

Under present loan limits, maximum loan-to-value ratio loans are available 
only on one- and two-family homes valued up to $22,850. The $25,000 maximum 
mortgage would permit a maximum loan of 83.3 percent on a $30,000 home. 
’ This may be compared with the $16,000, 80-percent-maximum loan which was 
permitted by the original National Housing Act in 1934. In the meanwhile, 
construction costs have about trebled, but FHA maximum loan amounts have 
lagged behind. It is estimated that about one-fifth of the new homes in metro- 
politan areas are in price ranges too high to be financed with maximum loan- 
value ratio FHA insured mortgages. This section of the bill would make FHA 
insurance available to a somewhat larger section of the home-buying public. 
The bulk of FHA operations will, of course, continue to be in the field of low- 
and medium-priced homes. 

The second amendment of section 203 would make the trade-in house pro- 
gram more effective by providing that a non-occupant-owner in the case of sec- 
tion 203 existing single-family homes may receive the same maximum mortgage 
amount as an owner-occupant, with the requirement that the non-occupant- 
Owner must place in escrow 15 percent of the outstanding principal mortgage 
amount until such time as he sells the property to an owner-occupant. If prior 
to the due date of the 18th monthly amortization payment, the property has not 
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been sold to an owner-occupant, the 15 percent held in escrow would be applied 
to a reduction in the mortgage amount. 

In the residential housing market today a great majority of new home pur- 
chasers already own a home and wish to acquire larger or improved accom- 
modations. Most of them need to use the equity in the existing home as part 
of the downpayment on a new home. Thus, builders and realtors are increas. 
ingly finding it necessary to accept trade-in houses on new house sales. The 
proposed amendment will greatly aid the existing homeowner in trading for g 
new house. It will enable the builder or realtor to place a mortgage on the old 
house equivalent to that which could be obtained when a purchaser for the 
house has been found. It provides the builder up to 18 months to resell the 
trade-in house and transfer the mortgage to the new purchaser and thus elimi- 
nate much of one set of closing costs. In the case of lower price properties, 
this saving can be equal to the FHA required downpayment. As soon as the 
builder resells the trade-in house to an owner-occupant, the 15 percent held in 
escrow is released to him. 

Section 105. Inclusion of certain costs in. debentures.—This section would 
amend section 204(k) of the National Housing Act to permit the FHA to in- 
clude in the debentures which are paid to mortgagees in cases of default certain 
costs which the mortgagees must incur in order to enable them to convey good 
title to the Commissioner. 

Section 204 presently permits, with respect to the computation of items in- 
cluded in the debentures, a portion of foreclosure costs. However, no provision 
is made for certain costs of acquisition and for costs of conveying the property 
to the Commissioner and evidencing good title in him. These costs, which are 
distinguished from costs that can be clearly attributed to the foreclosure pro- 
ceeding itself, are not now eligible for inclusion. Thus FHA, in computing de 
benture claims, requires mortgagees to break down their total costs to separate 
those directly chargeable to the legal proceedings of foreclosure from those 
chargeable to the preparation of the deed from the mortgagee to the Commis- 
sioner and to obtaining title evidence showing good title in the Commissioner. 
The necessity for this separation creates a material delay in processing deben- 
ture applications and is most difficult to justify to mortgagees and their counsel. 

The dollar amount involved in the usual home mortgage case is relatively 
small and made up of such items as the cost of preparing a deed, notary’s fees, 
recording charges for the deed, and the cost of title evidence. This section of 
the bill would permit including these costs in the debentures in the same man- 
ner as presently allowed with respect to identified foreclosure costs. 

The element of coinsurance which is presently maintained with respect to 
foreclosure costs would be continued. That is, FHA would allow in the de- 
bentures two-thirds of the cost while the mortgagee would receive the remaining 
one-third in its certificate of claim. 

The section would also incorporate a technical reference to the new section 
229 of the National Housing Act proposed to be added by another section of the 
bill which is explained below. 

Section 106. Regular FHA rental housing program—Interest rate and mis- 
cellaneous changes.—This section would enact a number of amendments to sec- 
tion 207 of the National Housing Act, which authorizes FHA’s regular rental 
housing program. The first two numbered amendments would merely remove 
references to elderly persons’ housing from section 207. This is a technical 
change which is necessary if, as explained below, another section of this bill 
adds a new section to the National Housing Act, dealing with rental housing for 
the elderly. : 

The third numbered amendment would increase the statutory maximum it- 
terest rate on rental housing mortgages insured under section 207 from 4% to 
514 percent. At the present 414 percent rate, significant discounts are reported 
for project mortgages, approximately equal to one-half point of interest earn- 
ings in yield computations. The treatment of discounts in valuation procedures 
raises technical problems which tend to discourage development of multifamily 
projects during periods of tight money. 

Since rental projects are characteristically undertaken only as a business ven- 
ture. it is reasonable to expect that the entire cost of mortgage money will be 
understood and carefully bargained for by prospective project sponsors. Under 
these circumstances, there appears to be no reason why the statute should re 
quire interest rates for these projects to be fixed by the FHA at levels lower 
than the money market requires and lower than would prevail as a result of 
competitive bargaining in the development of rental projects. The adoption 
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of this section would permit the FHA Commissioner to establish maximum in- 
terest rates with the effectiveness of the market process in mind with respect to 
the rental projects, thereby encouraging the development of additional needed 
rental housing. 

The fourth numbered amendment would add a new subsection (r) to section 
“07 which would permit the Commissioner to assess service charges against 
mortgagors whenever, as a result of defaults, the mortgagees assign the mort- 
gages to FHA in exchange for debentures. Under the present statute, mortgagees 
have the option in project programs of assigning mortgages in default and taking 
a reduced amount of debentures rather than foreclosing and conveying title 
to the properties to the Commissioner. If a mortgage is so assigned, the mort- 
gagor is not obligated to pay a mortgage insurance premium, as the mortgage, 
while held by the Commissioner, is not an insured mortgage. Technically, a 
mortgagor could permit an intentional default under an insured mortgage with 
the expectation that the mortgagee would assign the mortgage, thus relieving 
the mortgagor of the liability for the payment of the %4-percent mortgage in- 
surance premium. This section would authorize the Commissioner in such cases 
to assess service charges, so long as he holds the mortgage, which cannot exceed 
the amount of the original mortgage insurance premiums. As drafted, this 
amendment would permit uniform procedures under all FHA programs, not 
merely under the section 207 program. 

Section 107. Prevailing wage requirement.—This section is occasioned by the 
sections explained below which would authorize mortgage insurance for rental 
projects for profit built for families displaced by governmental action or for 
elderly persons. These rental projects would, under this section, be made 
subject to the same prevailing wage requirements as now apply to rental projects 
insured under sections 207, 220, and 803 of the National Housing Act and to 
cooperative housing insured under section 213 of that act. 

Section 108. Cooperative housing—Interest rate and commercial and com- 
munity facilities —The first numbered amendment contained in this section 
would provide for increasing the statutory maximum interest rate on section 
213 management-type cooperative housing projects from 414 percent to 51% per- 
cent and on section 213 sales-type housing from 5 percent to a rate, not in excess 
of 6 percent, as the Commissioner finds necessary to meet the mortgage market. 
The same reasons, discussed above, which justify the interest rate change in the 
section 207 rental housing program apply to the section 213 management-type 
cooperative housing program. In addition, with respect to sales-type coopera- 
tive housing, the present statutory 5 percent limitation is inconsistent with both 
the 5% percent regulatory and the 6 percent statutory ceilings which now apply 
to other FHA-aided sales-type housing. 

The second amendment contained in this section would permit inclusion of 
commercial facilities and community facilities in investor-sponsored, manage- 
ment-type cooperative projects insured under section 213 of the National Housing 
Act. Since investor-sponsored projects are intended to operate in the same 
manner as other management-type cooperatives, it is desirable that the types of 
facilities permissible to be the same under both methods of development. 

Section 109. Mortgage ceilings in Alaska, Guam, and Hawaii.—Section 214 of 
the National Housing Act authorizes FHA to make the various mortgage ceilings 
of the act up to 50 percent higher for Alaska, Guam, and Hawaii. A question 
has been raised as to whether the statutory ceilings for high-cost areas generally 
van also be so raised for these three places. This section would make it clear 
that this can be done. Thus, the $10,000 mortgage limit for high-cost areas ‘in 
section 221 (housing for displaced families) could be increased up to $15,000 
in Alaska, Guam, and Hawaii. 

Section 110. Repeal of obsolete provisions.—This section would repeal section 
218 of the National Housing Act. Section 218 permitted fees for applications 
filed prior to March 1, 1950, with respect to the expired veterans’ rental housing 
program under section 608 of that act to be transferred, in the case of unexpired 
section 608 commitments, to applications under FHA’s regular rental housing 
program. There are no section 608 commitments outstanding so that section 218 
is how completely without effect. 

Section 111. Housing in urban renewal areas—FHA experience in the urban 
renewal program since the Housing Act of 1954 indicates the desirability of cer- 
tain modifications to section 220 of the National Housing Act which author‘zes 
special mortgage insurance assistance for both sales and rental housing in urban 
renewal areas. Section 111 of the bill would amend section 220 to increase 
the maximum mortgage amounts for 1- and 2-family residences to $25,000. This 
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change would place the section 220 program on a par with the increases pro. 
posed elsewhere in the bill for the regular FHA sales housing program under 
section 203 of the act. 

For properties with 3 to 11 units, the maximum mortgage amount would be 


left to the Commissioner’s discretion. The elimination of a statutory dollar . 


mortgage limitation for these properties is recommended in recognition of the 
wide variety of types and qualities of properties in this size range which might 
be encountered in urban renewal areas. The statutory mortgage limitations 
based on the applicable maximum loan-to-value or loan-to-replacement cost 
formula would stil! apply to these properties. 

A second amendment would provide for mortgages on homes of non-occupant- 
owners to be computed under the same loan-value ratios as apply for owner- 
occupants. However, 15 percent of the outstanding loan proceeds would be 
required to be held in escrow until sale of the property to an owner-occupant, 
This amendment would provide the same changes to the section 220 sales housing 
program as section 104 of the bill would provide for the regular FHA gales 
housing program under section 203 of the act, thereby facilitating the trading in 
of existing homes. 

In the case of new rental housing in urban renewal areas, a further amend- 
ment would eliminate the limitation of mortgage amounts to 90 percent of 
replacement cost, and substitute therefor the limitation that the mortgage not 
exceed 100 percent of the estimated replacement cost exclusive of builder’s or 
sponsor’s general overhead and profit. Under the present law, the sponsor- 
redeveloper who is also the builder is able to obtain section 220 insured mortgages 
which may approximate total project cost, exclusive of overhead and profit to the 
redeveloper. On the other hand, if a sponsor-redeveloper does not also act as a 
builder and has to contract with a general contractor for the construction work, 
the present law is so devised that the available mortgage amount may be 4 to 5 
percent less. This kind of sponsor should be enabled to compete for the oppor- 
tunity to develop urban renewal projects more readily on a basis of equality with 
builder-sponsors. 

The particular feature of the law which gives rise to this discrimination is the 
flat allowance of 10 percent for builder’s profit which (as the legislative history 
makes clear) must be given on a uniform basis where the redeveloper is also the 
builder. Investors, who hire a general contractor to construct the building, 
certify that their actual cost in connection with the construction is the amount 
which they pay to the general contractor under the building contract. In the 
ease of large projects, this amount generally includes a factor for the contractor's 
profit of only about 4 percent or 5 percent, rather than 10 percent. As a result, 
under the cost certification procedure prescribed in section 227 of the National 
Housing Act, the insured mortgage amount is disproportionately smaller and the 
eash investment is disproportionately larger than would be the case if the 
redeveloper had acted as his own builder. 

Another form of discrimination which results from the statutory 10 percent 
builder’s profit allowance for section 220 projects militates against rehabilitation 
projects. Where an old apartment house is purchased and rehabilitated, the 
major portion of the investment may well relate to the purchase of the existing 
property, rather than to the reconstruction work. A reasonable allowance for 
builder’s profit in connection with such construction work would frequently be 
above 10 percent. A higher profit allowance for this type of work as compared 
with new construction would merely recognize that the percentage allowance is 
being applied to a smaller total construction-work cost and that it involves a 
greater degree of risk because of unknown conditions which may be found when 
the walls of the old building are opened up. Thus, as applied to some rehabilita- 
tion projects, the present provisions applicable to the section 220 program, which 
in effect limit the builder’s profit and risk allowance to 10 percent, are less 
flexible than they should be. 

Finally, it should be noted that the present provisions of sections 220 and 227 
of the National Housing Act which govern the builder’s profit and risk allow- 
ance, both with respect to estimated replacement cost and with respect to certified 
actual cost, are very complicated and difficult to understand. Some distinctions 
must necessarily be made for new projects and rehabilitation projects and for 
builder-redevelopers and investor-redevelopers. The various distinctions appli- 
cable to the section 220 program which are found both in section 220 and section 
227 frequently discourage interest by prospective redevelopers who do not under- 
stand them, thereby unduly limiting participation in the program. This is 
especially true because the entire system of profit and overhead allowances is 
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related, in a complex formula, to a maximum permissible mortgage amount, 
whereas builders and investors customarily think in terms of necessary cash 
investment. Accordingly, it is important to simplify these provisions where 
feasible. 

Section 111 of the bill would (1) eliminate the discrimination against investor- 
redevelopers sponsoring new section 220 rental housing projects; (2) eliminate 
the discriminator against rehabilitation projects; and (3) simplify the require- 
ments in order that they may be better understood by prospective redevelopers 
and lenders. 

In the case of new products, the limitation of the mortgage to 90 percent of 
estimated replacement cost and 90 percent of actual certified cost would be re- 
placed with a limitation that the mortgage shall not exceed the estimated re- 
placement cost or the actual certified cost (whichever is lower), excluding, 
however, any allowance for builder’s general overhead and profit. This ex- 
clusion would very well counterbalance the elimination of the 90 percent limita- 
tion, so that with respect to new construction by a builder-redeveloper the 
insured mortgage amount would be almost the same as under present law. How- 
ever, a higher mortgage amount than under present law would result for an 
investor-redeveloper, thereby treating the two types of redevelopers more nearly 
alike. Thus, the change is not intended either to liberalize or restrict mortgage 
amounts, but only to simplify the requirements applicable to new construction 
under section 220 and to eliminate a discrimination against investor-redevelopers. 

In the case of rehabilitation projects, the maximum mortgage amount would, as 
under present law, be limited to 90 percent of estimated value and 90 percent 
of actual cost, whichever is lower. However, the builder’s profit allowance 
for cost certification purposes would no longer be limited to 10 percent of the 
reconstruction work, thereby permitting a more liberal allowance to be made in 
appropriate cases. This change would also simplify the law significantly since 
rehabilitation projects under section 220 would hereafter be governed by the 
same cost certification procedures as are applicable to FHA’s regular rental 
housing program under section 207. Under these procedures, the builder’s profit 
allowance would be applied to the cost of the reconstruction work, as is done 
in normal trade practice. It would not be applied to such miscellaneous items 
as architect’s fees which are now specially included only in the section 220 rental 
housing program. This change, standing alone, tends to reduce the dollar 
amount of the builder’s profit allowance in the case of section 220 rehabilitation 
projects, but the fact that profit allowances would no longer be limited to 10 
percent would permit use of higher allowances more appropriate to rehabilita- 
tion work. As a result, the general effect of the entire amendment would be to 
include more realistic and higher dollar amounts for overhead and profit under 
the program. 

The section would further modify section 220 mortgage limitations in order 
to exclude from the mortgage amount limitation for dwelling purposes those 
costs of the project which are required for landscaping and other exterior land 
improvements. It is particularly important to encourage or make possible such 
amenities in urban renewal areas because the areas are frequently planned for 
low land coverage, and also frequently require special upgrading efforts to 
offset adverse neighborhood influences. 

Finally, this section of the bill would make explicit provision in section 220 
permitting inclusion in the mortgage amount of community and commercial 
facilities which are appropriate to the urban renewal operation. It seems certain, 
in-view of the location characteristics of many section 220 projects, that both 
community and commercial facilities could be an integral part of sound redevelop- 
ment. The amendment would merely remove any uncertainties on this matter 
concerning congressional intent. 

Section 112. Urban renewal relocation housing—This section would amend 
the FHA section 221 program for housing for families displaced by urban renewal 
activities or other governmental activities such as highway construction or code 
enforcement. 

The first numbered amendment would merely make it clear that the FHA is 
hot expected to adopt unreasonable or unworkable procedures in order to gear 
the completion of section 221 units to the timing of the displacement of eligible 
families. The section 221 program depends entirely on voluntary action by many 
private builders and lenders. The displacement of families results from local 
governmental code enforcement actions which are variable in timing and from 
local urban renewal operations involving both governmental and industry actions. 
If mortgage insurance aids are postponed in an attempt to gear completion of the 
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housing with any degree of precision to the timing of the expected displacement, 
the result may very well be that the housing will never be built, or that scheduling 
will be on a stop-and-go basis involving an inefficient and cost construction 
process. 

The second numbered amendment would increase the sales housing mortgage 
limit for relocation housing in high-cost areas from $10,000 to $12,000 per family 
unit. The present $9,000 limit in normal areas would not be changed. This 
increase would make the section 221 sales housing pregram more workable in 
high-cost areas, particularly in some large cities. Without this amendment, the 
program in some localities would be virtually limited to existing houses. The 
amendment would make the relation of the ceiling for high-cost areas and the 
ceiling for other areas more readily correspond to the differences in construction 
costs and family incomes in the two types of areas. 

The third numbered amendment would provide for basing mortgage amounts 
on estimates of replacement cost for section 221 new rental projects. Because 
of the close relationship between section 221 and section 220, it is desirable that 
the same basis for determining mortgage amounts for multifamily projects be 
used in both programs, namely, replacement cost rather than appraised value 
for new construction. (In both cases, appraised value would, of course, be used 
for existing construction or rehabilitation projects.) Also, for new projects 
operated on a nonprofit basis, application of valuation procedures is unneces- 
sarily unwieldy and sometimes an ineffective method of arriving at satisfactory 
maximum insurable mortgages. In contrast, determination of replacement cost 
is both direct and consistent with the objectives of the program. 

The fourth and seventh numbered amendments would authorize profit-motive 
development of rental projects in either new construction or rehabilitation opera- 
tions under section 221. 

Mortgage amounts for such projects would be limited to 90 percent of value 
in.the case of existing construction or, in the case of new construction, to the 
estimated replacement cost, exclusive of builder’s and sponsor’s overhead and 
profit. Cost certification procedures would apply in order to preclude cash 
profits from construction coming from the proceeds of the mortgage. These 
provisions are consistent with the proposed section 220 rental housing changes 
explained in detail in connection with the preceding section of this bill. 

In many cases, this authorization for profit-motive development of section 221 
rental housing would greatly assist in relocating displaced families. Reloca- 
tion is one of the most difficult and urgent problems in the whole urban renewal 
program. The Government has a responsibility to these families forced from 
their homes, It is estimated that in 3 years 83,000 families will be displaced 
from urban renewal areas, and 247,000 families will be displaced as a result of 
all Government programs, including the urban renewal and highway programs 
(see table A below). On the basis of urban renewal experience, a high per- 
centage of displaced families, because of family income or other factors, will 
want to rent dwelling units, rather than buy homes. 

Present FHA insurance programs are inadequate to provide the needed rental 
housing which could be built under the proposal. Only a few projects by non- 
profit corporations have reached the FHA commitment stage, and it was never 
anticipated that nonprofit corporations would produce more than a _ limited 
amount of rental housing. Other FHA rental housing programs were not 
designed for displaced families, and do not have the programing and occupancy 
priority provisions for these families which are contained in section 221. Sec- 
tion 220 urban renewal housing is not geared specifically to meet their needs, 
and must be built in urban renewal areas where the land costs are often very 
high, particularly in central city locations. Section 221 housing is not limited to 
urban renewal areas, so that builders could acquire Jand in other areas more 
appropriate for rental housing to be occupied by families of low or moderate 
income. 

The liberal mortgage insurance terms of the proposal should give adequate 
incentive for the production of the rental housing to be programed under section 
221. The housing would be programed only where it is determined that pro- 
spective rental would be within the range of the incomes of the displaced families 
to be served. A large portion of the displaced families wishing private rental 
accommodations would still have to move into existing private structures. 
However, the proposed rental program could meet a critical segment of the 
relocation need not met by public housing. In this connection, it may be noted 
that the proposal would apply to rehabilitation as well as new construction. 
Rehabilitstion would produce lower rentals and thus reach a broader segment of 
displaced families. 
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The proposal is essentially a change in the existing FHA insurance program 
for displaced families to permit a substantial amount of rental housing to be 
assisted, in addition to the assistance now being furnished to sales housing. 
This simply conforms to the needs of these families and helps solve the reloca- 
tion problem of cities undertaking urban renewal. 





TABLE A. 





3-year (fiscal 1958-60) estimate of families to be displaced by 
governmental action 







Number of 


Type of displacement : families + 
Ne ee aia eter nieve wales ed SS ee OED 
rk ee eee ee se OO 
(eae SETS TN gg 5 lee Ar ae IE eel ele __ 89, 000 





a ae aa a Sa on ale coer ean 247, 000 


1Includes estimated number of single-person households of elderly individuals (65 years 
of age and over). : 

2Estimate of 70,000 furnished by the Bureau of Public Roads and adjusted to include 
elderly single-person households. ; 

$Such as publie construction, code enforcement, eviction of overincome tenants in 
public housing, demolition of temporary housing, ete. 


















The fifth numbered amendment would change from 10 to 12 the minimum 
number of units required in section 221 rental projects for displaced families. 
This is consistent with provisions in the preceding section relating to the 
section 220 program for rental housing in urban renewal areas. 

The sixth numbered amendment would make it clear that commercial and 
community facilities could be included in rental housing mortgages insured 
under section 221. 

Section 113. Cost certification—amendments required for consistency with 
other sections.—This section would amend section 227 of the National Housing 
Act, dealing with cost certification by mortgagors of FHA-aided rental housing 
projects. 

The substantive changes in the first numbered amendment are required for 
the purpose of subjecting to the requirements of cost certification elderly persons 
rental projects insured under the proposed new section 230 of the National 
Housing Act and projects insured under the proposed new section 221 pro- 
visions for profit-motivated rental housing. Section 227 would also be perfected 
technically by omitting obsolete references. 

The change in the second numbered amendment is required in order to make 

7 consistent with the proposed revisions to sections 220 and 221 per- 















section 227 
mitting mortgages on new construction to equal the replacement cost exclusive 
of any allowance for builder’s and sponsor’s general overhead and profit. 

Section 114. Voluntary termination of mortgage insurance contracts.—This 
section would permit termination of mortgage insurance under all FHA mort- 
gage insurance programs by mutual agreement between mortgagee and mortgagor 
without the present necessity of paying off the mortgage. Such necessity arises 
under the present wording of sections 204(j), 207(n), and similar provisions of 
the National Housing Act. Where the required payment in full involves a 
refinancing transaction, a financial burden is imposed upon the mortgagor for 
title search and drawing legal documents. This section of the bill would relieve 
the mortgagor of the necessity for these avoidable expenses of refinancing if 
the purpose is only to terminate insurance. This proposal is consistent with 
limiting FHA assistance to elements of risk which the private market cannot 
assume. 

In order that the financial position of the FHA insurance funds will not be 
materially affected by this change, the same provision for an adjusted premium 
charge is made in the case of insurance termination under the proposed new 
provision as is presently provided for in the case of prepayment terminations. 
Rights and privileges under the insurance, such as the privilege of mortgagors 
to receive distributive shares from the mutual mortgage insurance fund, would 
be the same in the case of insurance termination under the new provision as is 
now provided for in the case of prepayment terminations. 

Section 115. Rental housing for the elderly.—This section would add a new 
section 230 to the National Housing Act which would cover both the program of 
honprofit rental housing for the elderly now covered by section 207 of the act 
and a proposed new program for profit development of rental projects for the 
elderly. New construction and rehabilitation would be eligible in both programs. 

The provisions governing nonprofit projects would also be changed in several 
respects. They would not require the FHA to establish rental ceilings. These 
35482—59——_5. 
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ceilings have served no practical purpose in this program because all the projects 
are owned and operated by nonprofit organizations. The new section would 
also omit the requirement that the project be economically sound. This require. 
ment is not well adapted to projects of special design having a specialized pur- 
pose. Instead, the Commissioner would, in administering the program, approve 
mortgage insurance applications on the basis of acceptable risk after taking into 
consideration the need for providing adequate housing for elderly persons. 

The term “family unit’? which now occurs in section 207 of the National Hous. 
ing Act continues to create some misunderstanding with respect to housing ae- 
commodations for the elderly which may need only half baths or may not need 
individual cooking facilities. Section 110 of the Housing Act of 1957 removed 
basic difficulties relating to this matter but, although it referred to occupancy 
by single persons, it did not eliminate the misleading reference to “family unit.” 
The new section refers to a “living unit,” rather than to a “family unit,” thereby 
clarifying the law and encouraging greater flexibility in design. 

In some areas of the country, construction costs are too high to permit rental 
housing projects for the elderly to be provided under the present mortgage cejl- 
ings of $8,100 per unit and $8,400 for elevator structures. Accordingly, the new 
section would apply to rental housing for the elderly the same high-cost area pro- 
visions as are now applicable to FHA’s regular rental housing program. That 
is, in high-cost areas, the $8,100 and $8,400 per unit ceilings could be increased 
by not to exceed $1,000 for each room. 

Because the nonprofit organizations which participate in the program may be 
the recipients of labor and services, as well as materials, at reduced rates or 
prices, the prevailing wage requirements contained in section 212 of the National 
Housing Act would not be made applicable to nonprofit projects. This exemption 
will be particularly helpful in this program because a high proportion of the 
projects will be developed in smaller communities where determinations of pre 
vailing wages may be unrealistic because of lack of comparable operations in the 
area. 

Finally, the maximum interest rate proposed for the elderly persons rental 
housing program is 5% percent, the same rate which another section of this bill 
would apply to regular FHA-aided rental housing and to management-type co- 
operative projects. 

The provisions governing the proposed new program for profit development of 
rental projects for the elderly would be the same as those for nonprofit projects 
except in a number of particulars. Requirements as to special design, the ab- 
sence of an “economic soundness” requirement, dollar limitations per living unit, 
the cost certification requirement, and the 514 percent interest rate ceiling would 
apply to both programs. In the case of profit-motivated projects, the maximum 
mortgage amount would be 90 percent of the Commissioner's estimate of value, 
rather than of replacement cost. Also, prevailing-wage requirements would be 
applicable, and provision is made to enable the Commissioner to control rents 
and charges as in other rental projects. 

Section 116. Certain legal notifications authorized to be sent by mail.—Section 
512 of the National Housing Act authorizes the denial of benefits of participation 
in FHA insurance programs to persons or firms who knowingly violate that act 
or related laws or regulations. Section 512 requires the Commissioner, before 
determining that there has been such a violation, to notify the affected person 
or firm in writing that such a determination is proposed. This section of the 
bill would provide that the notification shall be legally sufficient if it is properly 
sent by mail to the last known address of the person or firm. This change is 
necessary for some jurisdictions where the Commissioner is in effect precluded 
from making final determinations against violators who cannot be reached 
because their new address is unknown. 

Section 117. Ezatension of armed services housing mortgage insurance pro- 
gram.—Section 803 of the National Housing Act, which authorizes the program 
of mortgage insurance for rental housing at military installations, would be 
amended by this section to provide for a 1-year extension of the program, from 
June 30, 1959, to June 30, 1960. Four additional amendments to title VIII 
would be made. First, the statutory ceiling on interest rates would be raised 
from 41% to 514 percent, consistent with the change proposed for sections 207 
and 213. Second, maximum maturity would be increased from 25 to 30 years, 
thereby reducing the monthly carrying charges. Third, with respect to Wherry 
Act projects acquired by the Defense Department, the FHA Commissioner would 
be given the same authority to reduce insurance premiums below one-half of 
1 percent per annum as the statute provides with respect to projects financed 
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yder the armed services rental housing program enacted in 1955. Fourth, 
eaxsplicit provision would be made for insured mortgage financing of nondwelling 
facilities adequate to serve the occupants of the property—comparable to the 
authority in FHA’s regular rental housing program under section 207. 
TITLE 


II—FEDERAL NATIONAL MORTGAGE 





ASSOCIATION 





Section 201. Increased dollar limit for mortgages purchased under secondary 
market operations.—This section would increase the limit on the amount of a 
mortgage Which may be purchased by FNMA under its secondary market opera- 
tions from $15,000 for each family residence or dwelling unit covered by the 
nortgage to $20,000. The $15,000 limit would remain applicable to mortgages 
purchased under the special assistance functions. As under present law, no 
dollar limit would apply to armed services housing mortgages insured under 
section 803 of the National Housing Act or to mortgages covering property located 
in Alaska, Guam, or Hawaii. 

The section would make possible assistance through the secondary market 
operations to housing serving additional families of moderate income, par- 
ticularly larger families. Although the bulk of purchases by FNMA under its 
scondary market operations has been, and will continue to be, of mortgages 
m lower priced homes (the average mortgage now being purchased is about 
$11,500), the $15,000 limitation has materially interfered with FNMA’s rendering 
theservices originally intended. 

The prices of new houses have substantially increased since 1954, when 
the &iling of $15,000 was established. The median selling price of new homes 
has risen from $12,300 in 1954 to an estimated $14,300. This means that for 
one-half of the homes, sales prices are above that figure. Moreover, in high-cost 
areas in and around large cities, the median price would be higher than for 
the country as a whole, including a large proportion of new homes priced above 
$15,000. The increase in the price of houses, coupled with recent lower down- 













































] = payment requirements (that result in mortgages in larger dollar amounts), has 
) § very substantially reduced the sector of the market for VA-guaranteed and 
. | FHA-insured mortgages that FNMA is able to serve. Clearly, if FNMA’s 
secondary market function is to continue to serve a fair cross section of moderate 
f § income families, including larger families and those in higher cost areas, the 
s § limit on the amount of a mortgage that it can purchase should not be subject to 
» § 2$15,000 ceiling. 
t, Section 202. Purchase prices, fees and charges under special assistance func- 
d | tions—This section would restore to section 305(b) of FNMA’s corporate charter 
mn § the original language provided by the 1954 FNMA charter act: FNMA would 
, § lave discretion under its special assistance functions to determine not only pur- 
y | clase prices but also fees and charges. Although the pricing provision now 
ts § found in section 305(b) expired on August 7, 1958, the law still limits FNMA’s 
fees for its special-assistance services to a maximum of 114 percent, and specifies 
mn | ‘hat not more than half of such fees may be collected at the time of commitment. 
D While FNMA’s special assistance functions are financed only with Treasury- 
et | Supplied money, the FNMA charter act states that fees shall be imposed with the 
re | “jective that the functions be fully self-supporting. The present statutory con- 
m | ‘olson fees and charges are hardly compatible with that objective. The amend- 
he «=f Went would put back the language originally provided in 1954 to accommodate 
ly the foregoing objective of the law. As indicated above, it would also restore other 
is a provisions, replacing the purchase price provision that expired in August 
of] IIS, 
ed The special assistance functions were designed to supplement and encourage 
brivate investment in special categories of home mortgages. There was no inten- 
- | that they should supplant such investment. Statutory controls on purchase 
m bites and on fees and charges have made it difficult, and sometimes impossible, 
be |" private investors to compete in the purchase of even the more desirable of 
m ie mortgages eligible for FNMA’s special assistance, Since the great preponder- 
Tr ge of mortgage financing money in this country comes from private sources, 
ed §'Sclear that in the long run, more funds will become available for the categories 
NT mortgages designated for special assistance if FNMA’s special assistance func- 
rs, |S can be administered so that private capital will be actively encouraged to 
ry avest in, and become familiar with, these types of mortgages. 
ld Section 203. Authority to invest excess funds.—This section would amend the 
of | ‘Sciation’s corporate charter so as to permit some increased latitude in the 





‘llvestment of funds that, from time to time, may temporarily be in excess of 
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current operating needs. Funds arising from sales of mortgages, for example 
should be employed gainfully and, to the extent practicable, to offset the cost of 
FNMA of operating funds borrowed from private sources. Investments are noy 
restricted to Government and Government-guaranteed obligations, with respect tp 
which the investment yield may often be wholly inadequate to offset to any gp 
preciable degree such cost to FNMA of its borrowed operating funds. 

The amendment would authorize FNMA to invest “in obligations of the Unite 
States or guaranteed thereby, or in obligations which are lawful investments fo 
fiduciary, trust, or public funds.” The immediate purpose of the proposal is tp 
qualify for temporary investment by FNMA the so-calléd Federal agency obliga. 
tions of which Federal Intermediate Credit Bank debentures and Federal Home 
Loan Bank notes are typical. They carry very high investment ratings—secon 
only to U.S. Government obligations. Although they enjoy a high degree of mar. 
ketability FNMA would generally acquire only obligations having an early matp 
rity conforming with the time when the funds will be needed for mortgage pur. 
chasing or other corporate operating requirements. These types of obligations 
usually afford a higher return than Government securities of comparable term, 

Section 204. Transfer of mortgages to FNMA.—The immediate purpose of this 
section is to make it possible for the Public Housing Administration to be relieved 
of, and for FNMA to assume, the ownership, servicing, and sale of certain mort- 
gages and other obligations acquired or to be acquired by the PHA in connection 
with the liquidation of various Government housing programs. The bulk of sud 
mortgages resulted from the sale of Lanham Act projects that were constructed tp 
provide housing for persons engaged in World War IT national defense actigities 
It is more practical to transfer the mortgages to FNMA, which has nationwite 
mortgage servicing facilities already established, than to attempt to maintain 
comparable facilities in PHA. Provision is also made to permit such transfers 
by other housing agency constituents in similar circumstances if the need arises 

With respect to any mortgages acquired by the FNMA under this section, the 
FNMA would assume only those duties and functions which arise under the 
FNMA charter act or the mortgage instruments themselves. Thus, the PHA 
would retain all remaining functions under the Lanham Act respecting the 
liquidation of properties securing the mortgages to be transferred to FNMA 


For example, the PHA would complete pending land condemnation proceedings; 
handle complaints and inquiries (and assist the Department of Justice in hap 
dling litigation) relating to the development and sale of the housing projects; 
and carry out other liquidating responsibilities arising from the former Federal 
ownership of the properties rather than from the mortgage instruments. 


TITLE III—URBAN RENEWAL 


Section 301. Encouragement of State local public agencies.—This section woull 
direct the Housing and Home Finance Administrator to particularly encourage 
the utilization of State agencies to operate on a statewide basis in behalf of 
smaller communities within the State whenever that arrangement provides a 
effective solution to community development or redevelopment problems in the 
communities. They would act as urban renewal agencies for the smaller com 
munities. The arrangement would have to be approved by resolution or ordi 
nance of the governing bodies of the affected communities. 

The existing law provides sufficient authority for the Administrator to cr 
tract with State agencies for assistance to urban renewal projects. The prt 
posed amendment would give explicit recognition to the desirability of mor 
State responsibility and participation in urban renewal. It would also enable 
many small communities to have urban renewal programs which could not afford 
to undertake effective programs alone. 

Section 302. Technical amendment on certain financing authority.—This se 
tion is a technical amendment to avoid a possible misinterpretation of statutor 
language affecting certain private financing for an urban renewal projet 
Where a local public agency enters into long-term leases of the land in an urbal 
renewal project, the URA enters into a long-term or definitive loan agreemell 
with the local agency. This agreement is distinguished from the temporary 
loan agreement entered into in the usual cases where the land is sold and the 
loan is repaid within a short time. In all cases the local agency issues obligt 
tions on the private market, wherever feasible, pledging the loan agreement with 
the Federal Government. Because of existing statutory language, certain bon 
counsel has expressed some doubt as to whether a definitive loan agreement of 
the Federal Government can be used as a pledge to cover the interest, as well # 
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the principal, on the long-term obligations sold on the private market. This 
doubt is expressed because the second sentence of section 102(a) of the Housing 
Act of 1949 provides that the loan agreement of the Federal Government shall 
be in an amount not exceeding the estimated expenditures to be made by the 
jocal public agency “as part of the gross project cost.” The term “gross project 
est” is defined in section 110(e) of that act as the sum of the actual expendi- 
tures of the local public agency necessary to the project undertaking and the 
amount of noneash local grants-in-aid made in connection with the project. It 
js contended that therefore the loan agreement must not only be within the 
qmount of these expenditures and grants-in-aid work but that it may be used 
oly for them. Under this possible interpretation, the loan agreement could not be 
ged in any case as a pledge for interest payments on a private obligation, as 
they are not part of gross project cost. 

The Housing Agency does not construe section 102(a) in the above manner 
but follows the generally accepted view that the pertinent language in that sec- 
tion limits the amount of the Government loan agreement and not its purpose. 
However, it is desirable to remove the possibility of any misinterpretation by 
bond counsel which could hinder financing. Accordingly, this section of the bill 
would preclude any interpretation that such language limits the purpose of 
the loan agreement. This would be accomplished by striking out the above 
words “as part of the gross project cost” and substituting “for such purposes.” 

Section 303. Urban renewal loan authorization.—This section would resolve 
certain technical difficulties which would become a serious obstacle to the tempo- 
rary financing of urban renewal projects under existing law. 

The Housing Administrator enters into contracts to make advances and loans 
for the planning and carrying out of urban renewal projects. This temporary 
fnancing is ultimately retired by proceeds of land sales, local and Federal cash 
grants, and (where project land is disposed of by lease rather than sale) by 
long-term loans referred to as definitive loans. To obtain funds to make ad- 
vances and loans, the Administrator is authorized to issue and have outstand- 
ing to the Secretary of the Treasury at any one time notes and other obligations 
inan amount not to exceed $1 billion. 

In order that an urban renewal project may have an assured source of funds, 
the initial Federal loan commitment is made in an amount equal to the esti- 
mated total expenditures necessary for carrying out the project. Under gen- 
erally applicable accounting principles and definition, this loan commitment 
constitutes a charge against the authorized Treasury borrowing authority, since 
this is the source of funds against which the Administrator must draw if re- 
quired to make direct loans to the project. The total amount of loan contracts 
s0 entered into will exhaust the $1 billion authorization by the end of fiscal 
year 1959. 

Experience has established that the amount actually provided for project 
fnancing from Federal funds is only a fraction of the face amount of the loan 
commitment. This results from the fact that most of the temporary financing 
actually used by local public agencies for urban renewal projects is obtained 
by private borrowings, using a pledge of the Federal loan contract as security 
for the private loan. This arrangement under normal conditions, involves little 
or no actual disbursement of Federal funds and hence little borrowing from 
the Treasury. Thus, although the statutory authority and procedures are in 
terms of “loans,” the actual effect from the standpoint of the Federal Govern- 
ment is that of a guarantee system. 

4s noted above, loan commitments for urban renewal projects will reach a 
level of about $1 billion by the end of the current fiscal year. Under present 
procedures, it would be impossible to enter into further loan contracts for new 
projects without an increase in the $1 billion borrowing authorization. How- 
ever, since the Administrator will not normally need to disburse any sub- 
stantial amount of the loans contracted to be made, he will borrow a corre- 
sondingly small amount from the Treasury. The changes which would be 
made by the amendment are as follows: 

1. The limitation on the total amount of loan commitments which may be 
fitered into by the Administrator would be defined as being the aggregate of 
étimated project expenditures for projects being assisted under title I of the 
Housing Act of 1949. This is the actual effect of the provisions of the present 
law, since at present each individual loan contract is limited to the total of 
timated project expenditures. At the same time, however, the total amount 
of loan commitments is limited by the Treasury borrowing authorization, now 
$l billion. Under the proposed language loan commitments would be subject 
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only to the single ceiling of estimated total project expenditures, rather than 
dual ceilings as at present. 

2. Obligations incurred against the borrowing authorization would be rede 
fined. Under present law and generally applicable definitions, obligations 
against the borrowing authority are considered to equal the full amount df 
loan commitments entered into by the Administrator. Under the proposed 
amendment such obligations would be defined as equal to the Administrator's 
estimate of the maximum amounts which would actually be borrowed from 
the Treasury and outstanding at any one time to satisfy the Administrator's 
obligations under the loan contracts. This redefinition would make it unneces. 
sary for the Congress to authorize Treasury borrowings in an amount greatly 
in excess of actual requirements for Federal funds for advances and loans. 

3. A clear statement of the intent that project loan financing shall be, to the 
greatest extent practicable, accomplished by securing funds from non-Federa] 
sources rather than by direct Federal loans would be brought into the statute 
itself. The present law merely provides that the Administrator may consent 
to such financing. 

Under the language of the proposed section, the President would have the 
authority to authorize borrowings by the Administrator in excess of $1 billion, 
should it become necessary in order to carry out the provisions of Federal loan 
contracts in force. Although very extraordinary conditions Would have to pre- 
vail before such action could become necessary, the existence of such authority 
would serve to avoid the delays that conceivably could occur if special action 
by the Congress were necessary to permit the Administrator to secure funds 
with which to discharge his obligations. Even though the contingency is remote, 
this language is considered essential if what is in effect a Federal guarantee of 
private borrowings is to be fully effective in encouraging private investment at 
favorable rates in the temporary loan obligations of local public agencies. 

The provisions of this section are considered as clarifying and perfecting 
amendments which facilitate carrying out the plan of financing originally con- 
templated in the law. 

It might also be pointed out that the limit in the law on the amounts of capital 
grants (rather than on loans) which can be made by the Administrator to urban 
renewal projects is the limit by which Congress has in effect controlled the size 
and extent of the urban renewal program. Of course, this method of control 
would not be changed by this section. 

Section 304. Gradual reduction of Federal share of net project cost.—Subsec- 
tion (a) of this section would provide for gradual reductions in the percentage 
of net project costs which the Federal capital grants may cover, from two-thirds 
under the existing law to 50 percent on and after July 1, 1962. There would be 
no change in the present two-thirds formula until July 1, 1960, and there would 
be no change in the sharing formula for projects for which planning has already 
been initiated before the effective date of the act. 

The existing statute limits the aggregate capital grants paid with respect to 
most urban renewal projects of two-thirds of the aggregate net costs of such 
projects. The remaining one-third of net project costs must be borne. by the 
locality in the form of cash or noncash local grants-in-aid, the latter consisting 
of such things as land donations and the provision of necessary public improve- 
ments and facilities. Under this section of the bill, the Federal Government's 
two-thirds share would be reduced to 60 percent on July 1, 1960, 55 percent on 
July 1, 1961, and. 50 percent on July 1, 1962, with resulting increases in the local 
share of project costs bringing such share up to a matching 50 percent. 

Projects could continue to be approved on a three-fourths Federal share basis, 
rather than a two-thirds basis, where authorized under existing law, except that 
the Housing Administrator would be authorized, when the two-thirds maximum 
Federal share of net project cost is reduced as described above, to reduce the 
alternative three-fourths share to an appropriate lesser percentage. 

The percentage applicable to the capital grants for a particular project would 
be the percentage in effect at the time that the project is initiated (normally, the 
commencement of planning). 

Since the proposed amendment would provide for a gradual adjustment of the 
sharing formula over a 3-year period, localities could more easily make the 
necessary adjustments in their own financial operations. 

In the past few years, applications for Federal capital grants for local urban 
renewal projects have exceeded the grant authority that has been available to 
the Agency. It appears certain that this high level of interest will continue for 
the foreseeable future. This proposal to adjust the sharing of urban renewal 
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costs and place the Federal Government and the localities on an equal basis is 
intended to produce more urban renewal activity for each Federal dollar ex- 
pended. With a smaller relative amount of Federal funds going into each proj- 
ect, the number of projects that could be assisted with these funds would be 
correspondingly increased. 

This reduction in the Federal share of net project costs is part of the general 
fiscal policy of the Government to require greater participation on the part of 
States and localities in bearing the financial burdens of undertakings having 
primary local as well as national benefit. 

Pooling credits—Subsection (b) of this section would permit the pooling of 
local contributions in the form of cash and noncash local grants-in-aid between 
different projects undertaken by a local public agency, regardless of the Federal 
sharing formula that is applicable in each case. 

The existing statute permits localities to “pool” local grants-in-aid only for 
projects that are executed on the same Federal-local sharing formula. Pooling 
enables the local public agency to receive credits for contributions that are in 
excess of the required local share for one project and apply these credits against 
the local contribution that is required for another project. 

The adoption of this subsection should encourage more localities to adopt the 
alternative capital-grant formula (now three-fourths-one-fourth) which in 
turn would eliminate supervisory services and paperwork that now add to the 
Government’s administrative cost. 

The three-fourths-one-fourth sharing formula, which was authorized by the 
Housing Act of 1957, was proposed as a means of reducing the administrative 
detail connected with urban renewal projects, without materially changing the 
dollar amount of net costs paid by either the Federal Government or the locality. 
Essentially this “alternative capital-grant formula” permits a locality to obtain 
a three-fourths Federal grant instead of a two-thirds grant, if the locality is 
willing to assume the cost and supervision of planning, legal services, and admin- 
istrative overhead. The alternative formula is entirely optional with a locality, 
and consequently it will be adopted only where the locality can see advantages 
in doing so. 

There has been increasing interest shown by localities in the alternative for- 
mula, but in some cases the existing law with respect to pooling credits serves 
to place a community adopting the alternative formula at a disadvantage. This 
occurs when the locality has substantial credits built up from local grants-in-aid 
to projects that are administered in the two-thirds-one-third or usual sharing 
formula. If such a locality were to adopt the alternative formula, these credits 
could not be applied against the net project cost of projects administered under 
the alternative formula, and the credits would be lost to the locality. The 
proposed amendment would eliminate this disadvantage in converting to the 
alternative formula. 

Section 305. New grant authorization.—Subsection (a) of this section would 
increase the amounts of obligational authority available to the Administrator 
for capital grants to urban renewal projects. The amount of the present author- 
ization would be increased by this subsection by $250 million on July 1 of each of 
the years 1959, 1960, and 1961 and by $200 million on July 1 of each of the years 
1962, 1963, and 1964. The increases would provide for a 6-year program of 
capital grants to urban renewal projects and, in addition, provide obligational 
authority for grants authorized in later sections of the bill for community 
tenewal programs and for surveys and planning of urban renewal projects. 

The provision of a 6-year program of capital grant authorizations, sufficient 
to maintain a consistent level of program activity, would provide localities with 
the assurance of continued support for the program by the Federal Government, 
and would permit them to plan their local programs in the knowledge of a clear 
Statutory statement of the level of Federal participation. 

The level of new grant authority which would be provided by this section is 
correlated to the reduction in the Federal share of project costs, as proposed 
in the preceding section. In each of the first 3 years, when the Federal share 
8 gradually declining, the level of new authorizations would remain at $250 
million a year. In the 3 years after fiscal year 1962, when the Federal share has 
been set permanently at 50 percent, the level of new authorizations would drop 
to $200 million a year. Thus the total program in these later years, including 
both Federal and local contributions, would correspond in size to the total pro- 
gram that would be funded in the first year, when $250 million would be available 


for Federal grants meeting two-thirds of the net costs of the projects or planning 
assisted. 
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The following table indicates the level of grant authority, and the applicable 
Federal share of costs, which would prevail in each of the 6 years. 
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A portion of the new grant authority in each year would be used for grants 
to assist localities in preparing community renewal programs, and in making 
surveys and plans for urban renewal projects. This represents a relatively small 
amount, however, and almost all of the new grant authority would be available 
for capital grants to help meet net project costs. 

Even so, the level of Federal grants proposed in this subsection is not expected 
to meet the total amount that may be requested by localities. However, the level 
of Federal grants for urban renewal must be determined by the relative needs of 
all the programs that require Federal funds, including programs that serve the 
national defense. The amount of new grant authority provided in this subsec- 
tion represents the Administration’s best judgment as to the maximum that 
“an be provided for the urban renewal program, in view of all other demands 
on the Federal budget. 

Steps have already been taken under existing law to meet the situation wherein 
local applications may be expected to exceed the available capital grant auv- 
thority. Since the beginning of the current fiscal year, applicants have been 
dealt with under a limitation formula, instead of on the first-come, first-served 
basis that formerly prevailed. 

Repayment of uncollectible advances.—Subsection (b) of this section relates 
to the repayment of uncollectible advances. To obtain funds for advances made 
to local public agencies for urban renewal planning, the Administrator issues 
notes to the Secretary of the Treasury. The advances to a local public agency 
are repayable from moneys becoming available to it for the undertaking of urban 
renewal projects. However, in some cases the planning work is not completed 
or projects are not undertaken, and the repayment of such advances become 
uncollectible. In such cases, this section of the bill would authorize the use of 
appropriated grant funds for repaying to the Secretary of the Treasury an 
amount equal to such advances, plus the interest attributable to such advances 
paid or accrued to the Secretary. This procedure would avoid continuing 
interest charges on the Administrator’s notes to the Secretary of the Treasury. 

This subsection would not affect the obligations of the local public agency to the 
Federal Government. If funds should become available at some future time in 
connection with one of the projects involved, the local agency would remain 
obligated to pay the Federal Government the amount of the advances with 
interest in connection with that project. 

Section 306. Grants for community renewal programs.—Subsection (a) of this 
section would authorize Federal grants for a share of the costs of preparing 
community renewal programs. 

Such programs would identify and measure slums and blighted areas in a 
community, would evaluate the financial and other resources needed and avail- 
able to improve such areas, and would schedule urban renewal projects and 
activities to be undertaken in the community. Approval of the local governing 
body would be a prerequisite to any contract for this type of planning grant. 
Community renewal programs would also provide a framework for public im- 
provements and facilities designed to serve urban renewal areas. 

The grants could cover up to two-thirds of the cost of the planning work for 
which they would be made under planning grant contracts executed before July 1, 
1960. On that date the Federal share of the costs would drop to 60 percent; 
on July 1, 1961, to 55 percent; and on July 1, 1962, to 50 percent. This gradual 
reduction of the Federal share would parallel the reduction proposed elsewhere 
in the bill for project capital grants. 

It is contemplated that the Federal grants to assist the preparation of com- 
munity renewal programs would enable a locality to approach the problem of 
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blight on a citywide basis. The deteriorated and deteriorating areas of the city 
could be identified, and classified as to the relative urgency and degree of urban 
renewal action that is needed. Then the total need for urban renewal could be 
related to the locality’s total resources for relocation and financing, and to the 
rate at which the community can utilize cleared land. When the relationship 
between needs and resources is known, a program of action could be developed, 
with priorities and schedules for various types of activity. Where Federally 
assisted projects are called for, the detailed survey and planning work would then 
be carried out under separate contracts. 

Such a program would be related to the general plan for the city or the metro- 
politan area, and to the locality’s overall programs for capital improvements and 
new development. The community renewal program would not replace any of 
the present functions of general city planning. It would, however, provide a 
framework for the scheduling of specific public improvements and facilities, 
which are contemplated as noncash grants-in-aid to help meet the locality’s 
share of urban renewal project costs. 

No locality would be required to prepare a community renewal program, but 
it is anticipated that many communities will want to follow this approach to 
urban renewal. The need for an analysis of this type has already been recognized 
in a number of cities. More and more, localities are questioning the wisdom of 
a project-by-project approach, and attempting to measure their total need for 
urban renewal against their total capacity to meet that need over a period of 
years. When a locality has thus appraised its needs and its resources, it can 
program all of its urban renewal activities in the way that will make best use of 
the Federal and local funds at its disposal. A balance can be struck between 
the necessary, but expensive, use of clearance, and the less costly techniques of 
rehabilitation and conservation, both with and without Government assistance. 

The preparation of community renewal programs would have important ad- 
vantages for the Federal Government as well. It would result in projects that 
are carefully selected for the most efficient use of Federal funds. By relating 
the localities’ project activities to their capacities for relocation, financing, and 
the marketing of land, it would space their projects—and hence the demand for 
apital grant reservations—more evenly over a period of years. Finally, a num- 
ber of such programs taken in the aggregate would constitute a basis for defining 
more accurately the national need for urban renewal, and fill the need for data 
on which both the Congress and the Housing Agency could base long-range 
determinations as to the size and nature of the Federal program. At present, 
there exists no adequate information on which to base such determinations. 

By its nature, the provision for community renewal programs would elim- 
inate the need for two of the three types of planning that are assisted under the 
existing law: the feasibility survey and the general neighborhood renewal plan. 
The feasibility survey was designed to analyze an area for its susceptibility to 
urban renewal treatment. Since the community renewal program would serve 
this same function, the provision of assistance for feasibility surveys would be 
eliminated immediately by this subsection. The community renewal program 
would also eliminate the need for general neighborhood renewal plans, because 
it would serve the same function on a communitywide basis, without the neces- 
sity of a number of separate applications for Federal assistance. However, some 
localities will need to revise their planning budgets or their administrative 
practices in order to shift from the use of advances for general neighborhood 


.Tenewal plans to the use of grants for community renewal plans. Consequently, 


the former would not be eliminated by the bill until June 30, 1960. 

This subsection would also make technical changes reflecting the substitution 
(as provided in the next section of this bill) or project planning grants for 
project planning advances. 

Public improvements in community renewal programs made eligible as local 
grants-in-aid prior to contracts for urban renewal projects.—Subsection (b) of 
this Section would provide that, in a community which has an approved commu- 
hity renewal program, public improvements and facilities would not be ineligible 
for credit as local noncash grants-in-aid to an urban renewal project simply 
because they were commenced prior to the undertaking of the project. Credit 
could be obtained for improvements and facilities that are otherwise eligible, if 
the project they would serve is in conformity with the community renewal pro- 
gram, and if construction is started no more than 5 years prior to the authoriza- 
tion by the Administrator of a contract for loan or capital grant for the project. 

nder a community renewal program it would be possible, therefore, to obtain 
credit for public improvements in areas that are slated for federally assisted 
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urban renewal treatment, even though the actual project activities are stil 
several years off. 

Authorizations and appropriations for grants.—Subsection (c) would broaden 
the obligational authority in title I of the Housing Act of 1949, which is present. 
ly limited to capital grants for urban renewal projects, to include not only capi- 
tal grants but also all other grants authorized by that title for urban renewal 
purposes. The authorization for appropriations for the payment of capital 
grants would also be broadened to be made applicable to all grants, rather than 
capital grants only. These amendments would therefore provide obligational 
authority and authorization for appropriations of funds for the Federal grants 
authorized by this section, and for the Federal grants authorized by other sec 
tions of the bill for a share of the costs of planning urban renewal. 

Section 307. Grants in place of advances for surveys and planning.—Subsec- 
tion (a) of this section would enact new provisions which, effective July 1, 1960, 
would substitute grants for advances for assistance to localities in the making of 
surveys and plans for urban renewal projects. Effective July 1, 1960, the Ad- 
ministrator would be authorized to make planning grants for such surveys and 
plans. These planning grants could be expended for the same type of planning 
work in preparation of urban renewal projects as is now financed by advances 
of funds for such planning, and the same approval by the local governing 
body would be required. 

These grants could cover up to 60 percent of the cost of the planning work 
for which they would be made under grant contracts executed before July 1, 
1961. On that date the Federal share of the planning costs would drop to 5 
percent; and on July 1, 1962, to 50 percent. This gradual reduction of the Fed- 
eral share would parallel the reduction proposed elsewhere in the bill for project 
capital grants. 

This proposal would revise the method by which the Federal Government 
assists localities in the planning of urban renewal projects, so that the locality 
and the Federal Government would share the planning costs from the beginning, 
instead of at the completion of the project. Under the proposed system, the 
Federal planning advance would be replaced by a direct grant to cover the Fed- 
eral share of survey and planning costs, with the locality simultaneously pro- 
viding cash or services to meet its share. 

Under the present system, the Federal Government advances all of the money 
needed to meet all the expenditures during the survey and planning period. 
These expenditures are added to the costs of executing the project, and are 
ultimately repaid from grants provided by the locality and the Federal Gov- 
ernment to tthe ensuing project. Consequently, the ultimate cost to the locality 
would be no greater as a result of substituting a planning grant for a planning 
advance. 

The shift from planning advances to planning grants would not be effective 
until July 1, 1960. This would permit the localities to make the necessary ad- 
justments in their budgets, so that the local programs would not be hampered 
or retarded by the requirement that local contributions be made during the plan- 
uing stage. 

When the shift from advances to grants has taken place, the principal effect 
would be to increase local responsibility during the planning stage. With local 
funds involved in a project from the beginning, the locality should have greater 
concern for the elimination of waste, inefficiency, and delay. This should re 
sult in less Federal supervision of project planning expenditures, and enable the 
Urban Renewal Administration to simplify procedures and reduce paperwork. 

In addition, the provisions of local contributions in the planning stage would 
result in more careful local evaluation of the advisability of undertaking 4 
project. There would be fewer cases where a project enters the planning stage 
without the local interest and support necessary to carry the project into exect- 
tion. Under the present law, the repayment of the planning advance becomes 
uncollectible in such cases, and the Federal Government bears the entire amount 
of the loss. In addition, any capital grant funds that are reserved for such 
projects are unavailable for other projects until the planning advance is off- 
cially terminated. The proposed subsection would tend to reduce the amount of 
capital grant funds that are unnecessarily tied up in this fashion. 

If the proposed system of planning grants were adopted, the amount of money 
required from the locality during the planning stage would be relatively small. 
A one-third share of planning advances made by the Agency in the past would 
have ranged from a median of about $30,000 in cities of more than 1 million 
population, to a median of about $10,000 in cities of less than 10,000. Under 
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the provisions of the proposed amendment, this amount would not have to be 
supplied in cash. The local public agency could simply apply salaries and other 
expenses already budgeted by the locality. 

The adoption of this section of the bill would not affect a locality’s option to 
use the alternative three-fourths—one-fourth grant formula, under which it can 
obtain a larger capital grant by undertaking to pay not only the planning costs 
but also most of the cost of administering a project in the execution stage. 

Technical amendments.—Subsection (b) would make technical amendments, 
effective on July 1, 1960, which are necessary because of the substitution of 
grants for advances for project planning. 

Additional advances after July 1, 1960.—Subsection (c) of this section would 
authorize the Administrator, notwithstanding the above provisions, to amend 
any contract for advance entered into before July 1, 1960. The amendments 
could provide for additional advances under the contract or provide for any 
other changes necessary to the completion of the survey and planning work 
covered by the contract. 

Section 308. Acquisition by Federal agencies.—This section would provide clear 
authority for a Federal agency or the District of Columbia to agree to the 
statutory requirements applicable to redevelopers when such agencies purchase 
urban renewal land. Under the Housing Act of 1949 (sec. 105(b)), every pur- 
chaser of urban renewal property from a local public agency must agree (1) 
to devote the property to the uses specified in the urban renewal plan, (2) to 
begin within a reasonable time any improvement of the property required by the 
plan, and (3) to comply with such other conditions as the Housing Adminis- 
trator specifies are necessary to carry out the purposes of the law. 

Questions as to the ability of Federal agencies to agree to the restrictions 
placed on purchasers of urban renewal project land have placed obstacles in 
the way of land disposition in projects in Washington, D.C., and Sacramento, 
Calif. Numerous other localities may be affected in the years to come, as more 
and more projects reach the stage of land disposition. 

It would be undesirable to exempt Federal agencies from the restrictions that 
apply to other redevelopers, because such restrictions are indispensable to the 
achievement of the objectives of an urban renewal plan. 

The proposed technical amendment would provide clear statutory authority 
for the District of Columbia and Federal agencies to assume the obligations 
required of all redevelopers, except that the obligation “to begin within a reason- 
able time any improvement of the property required by the plan’ would be 
applicable only to the extent that the acquiring agency is authorized to proceed 
with construction and has funds available for that purpose. 

Section 309. Removal of limitation on total loans in any State—This section 
would remove a provision now in the law under which no more than 12% per- 
cent of the Federal funds provided for urban renewal assistance in the form 
of loans can be expended in any one State. The existing limitation on the 
amount of grant funds which can be expended in any one State would not be 
changed by this section. e 

Under existing law, the State limitation on loan funds could sharply limit 
the amount of urban renewal activity that can be undertaken in one or more 
jurisdictions, where the total of title I loan commitments is rapidly approaching 
the 1214-percent limit of existing borrowing authority. 

This could occur in spite of the fact that the jurisdiction concerned may be 
Well within the statutory limitation on capital grant funds. The law establishes 
the same basic limit of 121% percent for grant funds that may be spent in any 
one State, but this limit may be exceeded by up to $100 million for States where 
more than two-thirds of the maximum permitted under the percentage limit has 
been committed. In addition, the effective dollar limit on capital grant funds 
for any State has risen every time the total amount of capital grant authority 
in title I has been increased by Congress. By contrast, the total amount of 
borrowing authority has remained unchanged since 1949 at $1 billion. In the 
past, as a result, the effective dollar limit on loans for any State has been out- 
distanced by the limit on grant funds. Apart from the unnecessary difficulties 
taised by the 12%4-percent State loan limit under existing law, it is not clear 
how such limit would serve any purpose after the enactment of the provisions 
of section 303 of this bill with respect to the Administrator’s borrowing and 
lending authority. 

Tn any event, it is the limit on grant funds that ultimately controls the opera- 
tion of the urban renewal program. The loan funds are of a revolving character 
and may be used again after they are repaid, while the grant authority repre- 
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sents expenditures in support of the urban renewal effort. Furthermore, capital 
grant reservations are made for projects at the start of the survey and planning 
stage, while the amount of loan funds that may be needed to execute a project 
cannot be estimated until planning has been completed. If, under existing lay, 
a State reaches the limit on loan funds before the limit on grant funds is reached, 
it means that projects carrying capital grant reservations that are within the 
limit, and for which Federal approval has been outstanding for several years, 
might be seriously delayed from going into execution solely because of the limit 
on lending authority. 

Section 310. Simplification of urban renewal plans.—This section would give 
the Housing Administrator authority to permit the simplification of urban re 
newal plans. Before an urban renewal project can enter the execution stage 
and the acquisition of land can begin, the urban renewal plan must be approved 
by the local governing body and reviewed by the Housing Agency. Under exist- 
ing law, it is mandatory that every urban renewal plan shall, in addition to 
other requirements, indicate such land acquisition, demolition, and removal of 
structures, redevelopment, improvements, and rehabilitation as may be proposed 
to be carried out in the urban renewal area; zoning and planning changes, if 
any; land uses; maximum densities; and building requirements. This section of 
the bill would change the law so that these elements of the urban renewal plan 
would be mandatory only to the extent required by the Housing Administrator 
for the making of loans and grants for project execution. 

This proposal would provide a needed flexibility in the carrying out of urban 
renewal projects, and help to shorten the time required to complete various 
project stages. In the planning stage, it would reduce the amount of detail that 
must be inserted in an urban renewal plan and be approved by the governing 
body of the locality, before the plan can be submitted to the Agency and a loan 
and grant contract approved. This would expedite approval of the contract, 
and permit the project to enter execution at an earlier date. 

When a project is in the execution stage, experience has shown that frequent 
changes have to be made in the urban renewal plan if each element of the plan 
has been fixed in every detail in the planning stage. Such details are often 
revised before an arrangement can be found which is mutually satisfactory toa 
redeveloper and the local public agency. These changes require amendment of 
the plan, with the delays that are incurred in obtaining approval of various 
local agencies, of the local governing body, and of the Housing Agency. 

This provision should expedite the execution of projects, by reducing the neces 
sity for changes in the urban renewal plan. It would also permit a simplification 
of project procedures and documentation, which add to the burden of paperwork. 
It should have no effect on the number of projects initiated, nor on the ultimate 
cost of projects either to the locality or to the Federal Government. 

Under existing law, it has been possible to simplify some of the administrative 
requirements that have been imposed on a local public agency when it submits 
an urban renewal plan for approval of the Agency. Any further simplification 
would require legislation in the form provided by this section. 

Section $811. Loans (without capital grants) for nonresidential projects— 
Under existing law, urban renewal projects assisted by the Federal Government 
must normally be predominantly residential, either as to the original site of 
the redeveloped area. An exception from this requirement permits up to 10 per 
cent of the capital grant authorization to be used for nonresidential projects 
where the site includes a substantial number of slum or blighted dwellings. 

This section of the bill would authorize the Administrator to extend the usual 
types of financial assistance, other than capital grants, for urban renewal proj- 
ects which have no residential significance. This section would also authorize 
the making of refunding loans to refund temporary loans when a project assisted 
under this section is completed. The refunding loans could be made for a period 
up to 10 years and in an amount not exceeding the net project cost of the project 
involved. 

A temporary loan made under this authorization would make available to the 
local public agency the working capital needed to finance the carrying out of 
urban renewal project activities in the area. The proceeds received from disposi 
tion of land in the project area would go to repay all or a portion of the temporary 
loan. Any remaining portion of the loan could be refunded by the locality with 
a refunding loan authorized by this section. 

The aggregate amount of refunding loans made by the Housing Administrator 
which could be outstanding at any one time would be limited to $150 million. 
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Local public agencies would be authorized to borrow funds from private sources 
by pledging certain of their rights under their loan contracts with the Govern- 
ment, thus avoiding the necessity for actual disbursement of loan funds by the 
Government. Further, the Administrator would be directed to require local 
public agencies to obtain loan funds from sources other than the Federal Goy- 
ernment unless he determines in the particular case that it is not feasible. 

This proposal is designed to meet the demand for Federal assistance for urban 
renewal in areas that do not contain a substantial amount of blighted housing, 
and are not suitable for redevelopment as new housing sites, but which are 
nevertheless suffering from urban obsolescence and deterioration. This includes 
some areas in and around the central business districts, where blight threatens 
the vitality of the cities’ taxable bases, and other commercial and industrial areas 
that have become outmoded and dilapidated. 

The existing law permits 10 percent of the urban renewal capital grant 
authority to be used for projects which are not predominantly related to housing, 
but which will bring about the elimination of a substantial amount of residential 
blight. There has been a growing pressure to provide capital grants also for 
projects designed for the redevelopment of commercial and industrial areas where 
little or no housing significance is involved. However, it is the basic purpose of 
the Housing Act of 1949 to provide capital grants only for projects with a sub- 
stantial housing significance. If the provisions of the existing law were relaxed 
to permit the use of large capital grants for purely nonresidential projects, a 
large increase in capital grant authority would be required to prevent a com- 
parable decrease in the number of projects with a housing orientation. Conse- 
quently, the 10 percent exception provided in setion 110(c) of the Housing Act 
of 1949 should remain unchanged, except that, as provided in another section of 
this bill, it should be applied to all of the grants provided by the bill, rather than 
only to capital grants. 

The new system of loans proposed in this section would enable localities 
to undertake urban renewal action in many obsolete or deteriorated commercial 
and industrial areas where little or no housing is involved. There are three 
essential tools of urban renewal: the power of eminent domain, the presence of 
working capital, and the method of meeting write-down costs. The power of 
eminent domain would be provided by State enabling legislation, and no action 
by the Federal Government is necessary. The provision of temporary loans 
would provide the working capital needed in projects of this type. While 
existing experience and studies are not extensive, there are indications that the 
power of eminent domain and the provision of working capital may be enough 
for the renewal of some commercial and industrial areas where proceeds from 
the sale of cleared land are sufficient to meet the costs of a project. Where this 
is not so, the refunding loan would help the locality to amortize the remaining 
project costs over a period up to 10 years. 

Section 312. Credit for carrying charges on local funds.—This section would 
permit the inclusion in gross project cost of an amount in lieu of carrying charges 
where a community uses its own funds temporarily to finance a project under- 
taking. While this section has no effect on projects which have been completed 
and on which financial settlement has been made, it would permit the Administra- 
tor to include such an amount in the costs of those projects covered by a Federal 
aid contract heretofore or hereafter executed for project undertakings. The 
amount to be included would be based on the net total of all such funds expended 
and outstanding in all of the projects of the local public agency, and would be 
“computed at an interest rate determined by the Administrator after taking into 
consideration the average rates borne by federally guaranteed obligations of the 
local public agencies issued on the private market during the preceding 6-month 
period. 

Under existing law, localities which utilize direct Federal loans or Federal loan 
commitments to obtain working capital for a project may apply the carrying 
charges on such borrowings to the gross cost of the project, which means that 
the Federal grant payment is increased by absorbing two-thirds of this cost. 
' nder this amendment localities which utilize their own funds as working capital 
in cases where the carrying charges on such funds are not readily ascertainable 
would be placed generally on a par with those localities which, with a Federal 
guarantee, borrow their working capital on the private market. 

To permit this additional charge to gross project cost should eliminate the 
Penalty now suffered by some localities, and encourage other localities to use 
their own funds for working capital instead of relying on the Federal loan 
commitment. This would reduce the volume of temporary loan commitments 
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issued by the Agency and help to minimize the need for direct disbursement of 
Federal loan funds. 

In each case, the actual amount of interest that would be eligible as a charge 
to gross project cost would be calculated by the net amount outstanding at any 
given time, after substraction of land sale proceeds and other income to the proj- 
ect, which would reduce the need for funds advanced by the locality. The 
amendment also provides that the net amount outstanding would be calculated 
from the combined accounts of all projects in the locality, and allocated to the 
gross project cost of the separate projects. 

Section 313. Uniform date for determining application of “going Federal rate’ 
to urban renewal contracts.—This section would provide a uniform date for the 
determination of the interest rates in contracts for loans and advances to urban 
renewal projects. The definition of “going Federal rate’ in the Housing Act 
of 1949 is used as a basis for determining the interest rate on loans and advances 
for all urban renewal projects, but the existing law inconsistently determines the 
applicable rate at different times for different types of contracts. One date 
(date contract is “approved” by Housing Administrator) is provided for con- 
tracts executed after the enactment of the Housing Act of 1954, another date 
(date contract is “made’”’) applies to contracts executed prior thereto, and still 
a third date (date contract is “revised or superseded”) is used for amendatory 
contracts. This section would provide a single uniform date for the determina- 
tion of the applicable going Federal interest rate. It would fix the date for 
determining the applicable rate for all contracts as the date the contract, or 
amendatory contract, is “authorized” by the Administrator. Such authorization 
is evidenced by an internal allocation order, which allocates capital grant funds 
for the particular project. This allocation order would serve as a uniform and 
convenient date for determining the applicable interest rate. This change is 
merely technical and would not tend to either increase or decrease aggregate 
interest payments by localities. 

Section 314. “Federal recognition.’—This section of the bill would add a new 
definition, to title I of the Housing Act of 1949, of the term “Federal recognition.” 
The term would be defined as meaning the execution of any contract for Federal 
aid under title I or concurrence by the Administrator in the commencement of 
surveys and plans without Federal financial assistance. 

This is a technical amendment made necessary by two other provisions of the 
bill. One provision would adjust the Federal share of project costs, and the 
other provision would permit the liberalization of noncash grant-in-aid credit 
requirements in localities with approved community renewal programs. It is 
important in both cases to define a clearly specified date when Federal recogni- 
tion is first extended to an urban renewal project. 

Section 315. Increase in authorization for urban planning assistance.—This 
section would increase by $10 million the existing authorization of $10 million 
for appropriations to the Housing Administrator to be used for urban planning 
assistance grants under section 701 of the Housing Act of 1954. 

Under this program matching grants are made to State planning agencies for 
the provision of assistance in urban planning work to municipalities with popu- 
lations of less than 25,000. Similar grants are available to official State, 
metropolitan, or regional planning agencies for planning work in metropolitan 
and regional areas, and to official governmental planning agencies for areas 
threatened with rapid urbanization as a result of Federal installations. Grants 
may also be made for planning assistance in disaster areas. 

The demand for urban planning assistance grants continues to grow, and it 
has been necessary during the current fiscal year to apply a limitation formula 
to the amount of funds that may be allocated to any one agency. The appropri- 
ated funds will nevertheless be exhausted at the end of the fiscal year, and less 
than $1 million of the present $10 million authorization remains unappropriated. 

Recent experience has indicated an annual dollar volume of applications of 
$4.2 million and the future annual rate is expected to be in the neighborhood of 
$5 million. For this reason, the bill provides for an additional authorization 
of $10 million, which would permit the urban planning assistance program to 
operate for at least 2 years. 

Section 316. Investments by banks in long-term obligations of local publie 
agencies.—Where a local public agency enters into long-term leases of the land 
in an urban renewal project, the URA enters into a long-term or definitive loan 
agreement with the local agency. This agreement is distinguished from the 
temporary loan agreement entered into in the usual cases where the land is 
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sold and the loan is repaid within a short time. In all cases the local agency 
issues Obligations on the private market, wherever feasible, pledging the loan 
agreement with the Federal Government. Under the National Bank Act (par. 
7,12 U.S.C. 24) the national banks and (to the extent permitted by State laws) 
State member banks of the Federal Reserve System are given certain invest- 
ment privileges with respect to these obligations if they are short term but 
not if they are long term. Such banks are authorized to purchase or under- 
write these obligations having a maturity of not more than 18 months without 
regard to a general prohibition on any such bank investing for its own account 
in obligations of any one issuer in excess of 10 percent of the amount of the 
pank’s capital stock and surplus. 

This section of the bill would remove the 18-month limitation in the existing 
law. Thus such banks would be able to purchase and to underwrite both short- 
term and long-term obligations (including temporary, definitive, and refunding 
loans) of a local public agency issued in connection with an urban renewal 
project where all installments, when due, of both principal of and interest 
on such obligations are secured by an unconditional agreement by the Federal 
Government as now authorized under sections 102(a) and 102(c) of title I of 
the Housing Act of 1949. 

TITLE IV—MISCELLANEOUS 


Section 401. Surveys of public works planning.—The Housing Administrator 
is now carrying out’ a program of advances for the planning of public works 
pursuant to section 702 of the Housing Act of 1954. Advances are made from 
a revolving fund established by that section for the program. This section 
of the bill would authorize the use of up to $50,000 per fiscal year from moneys 
in the revolving fund for the systematic and continuing collection of informa- 
tion on the current status of State and local public works planning and require- 
ments for such public works. A survey of the status and volume of advance 
public works planning was undertaken pursuant to authority granted in the 
Housing Act of 1954, but that survey is now obsolete and no authority exists for 
additional ones to be made. 

Under this section, it is contemplated that the information authorized to’ 
be collected would be compiled through representative sampling surveys of 
the more than 100,000 State and local governments. This would determine 
the current status and volume of plans for public works and the estimated 
long-range requirement for public works. This data, not now available, would 
provide the means for measuring the volume, type, and location of State and 
local public works plans and the extent to which such governments are meeting 
or planning to meet the steadily expanding requirements for public facilities, 
and the extent of the need for such facilities. This would be of assistance in 
the program of advances for public works planning, and would aid in evaluating 
applications received from the many local governments for planning advances. 
This would also provide continuing data for relating Federal public works 
programs to State and local programs so as to obtain the maximum economic 
benefits. 

Section 402. Disposal of remaining PWA low-rent projects——This section 
would permit disposal of the few PWA low-rent housing projects still remain- 
ing in Federal ownership to other than a local public agency. The existing 
law directs the PHA to sell its Federal projects or divest itself of their man- 
agement through leases “as soon as practicable,” but only to a “public housing 
“agency.” Forty-seven PWA projects have been sold and only three remain. 
No sale or lease to a local public agency is possible now in the case of the two 
projects located in Enid and Oklahoma City, Okla., because there is no enabling 
State legislation for low-rent public housing, and none seems to be in the 
offing. Neither has the PHA been able to negotiate a sale or lease with a 
local public agency in Indianapolis, Ind., and, because of local opposition, it 
Seems unlikely that this can be done in the near future. This section is neces- 
sary in order to enable the PHA to sell the three projects on the private 
market if the three localities still do not wish to take steps to obtain State 
legislation or municipal approvals which would make local public ownership 
possible. 

Section 403. Consolidation of Lanham Act and other low-rent projects. 
lanham Act war housing projects which have been conveyed to local housing 
authorities for low-rent use under section 606 of the Lanham Act cannot, under 
‘xisting law, be consolidated with other low-rent housing projects being assisted 
With annual contributions under the United States Housing Act. This is be- 
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cause that section requires the return of residual receipts each year to the Goy- 
ernment, while the United States Housing Act provides for the retention of the 
residual receipts by the local housing authority for reduction of the Federal 
annual contribution payable under that act. This section of the bill would 
remove the restriction and permit the commingling of project funds and the use 
of all residual receipts for reduction of any Federal annual contribution under 
the consolidated contract. Since the Lanham Act prohibits the payment of 
annual contributions with respect to any Lanham Act project conveyed for low- 
rent use, and since all funds and operations would be merged, the amendment 
to section 606(b) would remove any implication that the payment of an annual 
contribution to an eligible project under the consolidated contract is a payment 
with respect to the Lanham Act project. 

Section 404. Passyunk war housing projects, Philadelphia, Pa—This section 
would extend by 3 years the period during which military personnel may con- 
tinue to occupy the Passyunk war housing projects, which are presently owned 
by the Housing Authority of Philadelphia, with occupancy preference and without 
regard to their income. It would also permit civilians employed in defense 
activities to continue to occupy the housing during a 3-year period without re. 
zard to their income. 

These projects were transferred by the Housing and Home Finance Agency 
to the Philadelphia Housing Authority pursuant to the authorization contained 
in section 406(c) of the Housing Act of 1956. Prior to that act, conflicting legis- 
lative recommendations had been made to the Congress by the Navy and the 
local authority, each of which desired permanent control over the projects. 
This conflict was resolved by the compromise reached in section 406(c), which 
gave the projects to the local authority but required a 3-year period of preference 
for military personnel, as determined by the Secretary of Defense, and also per- 
mitted the military personnel to remain in occupancy regardless of income. 
There is need for this existing preference and use of the project to be extended 
for a 3-year period. 

Section 405. Continuation of voluntary home mortgage credit program.—This 
section would continue the voluntary home martgage credit program for 2 more 
years. Under the present law the program would terminate on July 31, 1959. 
The purpose of VHMCP is to facilitate the flow of private funds for FHA- 
insured and VA-guaranteed home mortgage loans into remote areas and other 
areas where financing channels are inadequate to facilitate financing of housing, 
including housing open to occupancy by minority groups. 

Since the program began full operation in March 1955, over 35,000 FHA and 
VA loans amounting to approximately $330 million have been placed with 
private lenders. Over 66 percent of the loans were VA-guaranteed loans and 
about 23 percent of the total were for homes for minority group families. As 
a result of the VHMCP, home buyers in small communities and minority groups 
everywhere have been obtaining mortgage loans in greater quantity, at lower 
downpayments, with longer maturities, and at lower interest rates than they 
previously had available to them. 

The program is carried on under the National Voluntary Mortgage Credit 
Extension Committee. This committee consists of the Housing and Home 
Finance Administrator as chairman and representatives of the various industry 
groups and trade organizations involved in housing and mortgage finance, with 
advisory members from the Government agencies in the housing field. Regional 
committees, made up of representatives of the same industry groups and trade 
associations, supervise activities in their respective regions. Operating through 
the committees, the program acts as a clearinghouse to bring together eligible bor- 
rowers and lenders. All loans made under the program are made by private 
lenders with their own investment find 

Despite adverse mortgage market conditions during a good part of its existence, 
the VHMCP has provided substantial FHA-insured and VA-guaranteed home 
financing for veterans and others in rural areas and for minority group members 
in all types of areas. The VHMCP program was most successful when the 
interest rate on VA-guaranteed loans was at a competitive market level. If 
authority permitting adjustment of the interest rate on VA-guaranteed loans to 
current market levels is enacted, VHMCP would be able to attract a greater vol- 
ume of private home financing than heretofore in its areas of operation and 
obviate the need to use Government funds for home loans. 


Se 
speal 
Hous 
that 


STAT 
AN 
FO 
AC 
MA 


J0: 
CH 
BE 
AN 
TA 


Mr 
say f 
me b 
I am 
hear’ 
way 
Ame 
from 
view 
can t 

1) 
ing ¢ 
Zimi 

Se 

Mi 
assoc 
2 ves 
ful. 
has ¢ 
coun 

Se 
tion, 


‘bills, 


tion 
way 
we Vi 
that 


to gc 

Se 
fact 
the : 
of u 
quite 










HOUSING ACT OF 1959 73 




































Senator Sparkman. I understand Mr. Norman Mason is here to 
speak for the Agency. Mr. Mason is the new Administrator of the 
Housing and Home Finance Agency. We are glad to welcome you in 
that capacity, sir. 





STATEMENT OF NORMAN P. MASON, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY; ACCOMPANIED BY ASHLEY 
FOARD, ASSISTANT GENERAL COUNSEL; JULIAN ZIMMERMAN, 
ACTING FEDERAL HOUSING COMMISSIONER; STANLEY BAUGH- 
MAN, PRESIDENT, FEDERAL NATIONAL MORTGAGE ASSOCIA- 
TION; RICHARD L. STEINER, URBAN RENEWAL COMMISSIONER; 
JOHN C. HAZELTINE, COMMUNITY FACILITIES COMMISSIONER ; 
CHARLES E. SLUSSER, PUBLIC HOUSING COMMISSIONER; W. 
BEVERLEY MASON, JR., FEDERAL HOUSING ADMINISTRATION; 
AND JOSEPH B. GRAVES, JR., EXECUTIVE SECRETARY, VOLUN- 

TARY HOME MORTGAGE PROGRAM 






Mr. Mason. Senator Fulbright and Senator Sparkman, I want to 
say first to this committee I appreciate the honor that you have done 
me by confirming me in this position, to which I have been appointed. 
Iam mindful of what the committee said to me when they had the 
hearing. I want certainly to be as cooperative as I can and to in every 
way assist you in your work of preparing the housing legislation for 
America. I think this is one of the vital fields of our economy, both 
from an economic point of view and from a humanitarian point of 
view, and I pledge you my support to give you all the information I 
can to be as helpful as I can. 

I would like, if I might, to introduce to the committee, the new Act- 
ing Commissioner of the Federal Housing Administration, Mr. Julian 
Zimmerman. Mr. Zimmerman, will you stand up / 

Senator SpaRKMAN. Glad to have you with us, Mr. Zimmerman. 

Mr. Mason. Mr. Zimmerman, as this committee knows, has been 
associated with Mr. Cole in the Housing and Finance Agency for some 
2 years or thereabouts. I have found him most cooperative and help- 
ful. He is a Kansan, he is from out in the great Middle West, but he 
has a fine appreciation of the general housing picture all around this 
country, and I think you will find him also a most helpful individual. 

Senator Sparkman, in keeping with your desire to get full informa- 
tion, we have prepared statements on our views on the various housing 
bills. We also are mindful of your desire to have this housing legisla- 
tion prepared easily, and we don’t want to throw roadblocks in your 
way in needlessly reading long statements. But I would suggest that 
we will abide by your decision in this matter, but recognizing the fact 
that there are new members of the committee and maybe you want us 
togo all the way through. 

Senator SparkMAN. Mr. Mason, my thought is this: In view of the 
fact that Senator Bennett, acting for Senator Capehart, has introduced 
the administration bill, which is rather lengthy, and I am sure that all 
of us have not had an opportunity to analyze it, I think it would be 
quite helpful if you would just proceed with your statement. I pre- 
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sume your statement deals largely with the recommendations carried 
in that bill. 

Mr. Mason. Senator, my statements and those of my colleagues, the 
various Commissioners, do. We fully cover that bill, and our com: 
ments on the other housing legislation which we have studied. 

Senator Sparkman. I think it would be helpful if you would read 
us your statement. 

Mr. Mason. Thank you, Senator. 

Mr. Chairman, and members of this committee, I appreciate the 
opportunity to appear before your committee to discuss the proposals 
in the housing bills you are now considering. These are 5. 57, intro- 
duced by Senator Sparkman; S. 65, introduced by Senator Capehart; 
S. 193, 149, and 195, introduced by Senator Clark; S. 266, introduced 
by Senator Bush; and S. 612, introduced by Senator Bennett, for 
Senator Capehart. This appearance is one of my first official acts as 
Housing Administrator. As you know, I began my service in this role 
only yesterday. 

I have with me today the President of the Federal National Mort- 
gage Association, Mr. Stanley Baughman; the Urban Renewal Com- 
missioner, Mr. Steiner; the Community Facilities Commissioner, Mr. 
Hazeltine; the Public Housing Commissioner, Mr. Slusser; and Mr. 
W. Beverly Mason, Jr., representing the Federal Housing Adminis- 
tration. 

Each of these gentlemen will give you his comments and sugges- 
tions on the provisions of the various bills which relate to his respon- 
sibilities. I will restrict my testimony mainly to the basic philosophy 
behind the administration’s housing proposals and a discussion of 
the emergency legislation contained in 8. 65. 

In our presentation, we will abide by Senator Sparkman’s sugges- 
tion that matters which were considered last year be touched upon as 
briefly as possible. I have also furnished to your committee a section- 
by-section analysis of S. 612, which is the administration-sponsored, 
comprehensive housing bill. This may also prove helpful in speeding 
the committee’s work. 

It is the basic purpose of the administration proposals to make pos- 
sible better, fuller lives for our American families by helping them to 
improve their homes and the neighborhoods in which they live. We 
believe this can be done best by continuing and strengthening the effec- 
tive housing programs which have been developed b the joint work 
of the Congress and the administration. They have Sines remarkably 
effective. 

In recent years we have seen the greatest sustained volume of new 
house construction in our history, as well as an unprecedented improve- 
ment and modernization of existing housing. We have also seen a 
widespread surge of citizen and community effort to improve living 
conditions and to eliminate urban decay. 

I might add to the prepared statement that I think the program 
which has been used on ethos renewal through our cities has been one 
of the outstanding programs to get ready acceptance from the public 
in general. 

In developing our legislative recommendations, we have been aware 
of the fact that the living standards of the American people can be 
improved only if their earnings and savings are protected. 
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The housing legislation pending before this committee which I feel 
is the most urgently needed is S. 65, introduced by Senator Capehart. 
It would prov ride immediate increases in authorizations necessary for 
continuing three major programs of the Housing and Home Finance 
Agency 
ts pur pose is to permit the programs to continue until the Congress 
has an opportunity to fully consider the many proposals contained in 
other pending legislation. The bill would increase the FHA insurance 
authorization, the urban renewal capital grant authorization, and the 


‘college housing loan authorization. 


FHA insurance authorization: The FHA general insurance au- 
thorization would be increased by $6 billion. Our best estimate is 
that this would carry the program through June 30, 1959. 

As your committee knows, the FHA received an unexpected and 
unprecedented volume of insurance requests during the summer and 
early fall of 1958. By mid-October, the $4 billion authorization en- 
acted in June 1958 was almost used up. That is, only $500 million 
was left, whereas nearly twice that much had been used in September 
alone. 

The Agency devised special procedures to conserve the remaining 
authorization and to make the best use of authorization flowing in 
from mortgage repayments and the expiration of outstanding insur- 
ance ¢ ommitments. 

Commitments, which use up authorization, are now given when a 
home buyer is ready to finance the purchase of a house. Where financ- 
ing is sought by builders and real estate dealers in advance of finding 
a home buyer for either a new or an existing house, an agreement to 
insure, which does not itself use up authorization, is issued by the 
FHA in place of a regular insurance commitment. These agreements 
are convertible at a later time to regular commitments for the benefit 
of the ultimate home buyer. The agreement to insure clearly states 
that it can be converted only when F HA authorization is available. 

Under the new procedures, outstanding commitments which are 
about to expire are not extended for builders unless construction has 
started, or funds have been disbursed, or a contract of sale has been 
executed. 

Also, all FHA field offices were directed to examine outstanding 
commitments with a view to the surrender or cancellation of those 
which were not likely to result in insured mortgages. 

The special proc edures have succeeded in conserving and recaptur- 
ing authorization for home buyers. At the same time, “the agreements 


to insure have been widely accepted by lenders and builders as a 


temporary basis for making financing arrangements for new con- 
struction. 

These agreements to insure are useful only if they can be converted 
with reasonable promptness into regular commitments as soon as 
construction is completed or home buyers are found. A large volume 
of agreements to insure has already been issued for which “early use 
of authorization must be expected by the issuance of regular com- 
mitments. 

At the same time, there is need for financing for the approaching 
building season. That is why the enactment of an increase in the 
general insurance authorization is needed now. 
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At the end of December, preliminary estimates show $1.05 billion 
of unused authorization and $1.5 billion of outstanding agreements 
to insure. With these outstanding agreements increasing at a rate 
of about a half billion dollars monthly ‘and the available authori ization 
now leveling off before turning down, it becomes a serious problem 
at what date field office processing will need to be curtailed. 

The requested $6 billion increase is estimated to be enough to cover 
the conversion of all outstanding agreements to insure which have been 
issued since mid-October, additional mortgage insurance applications 
through June 30, 1959, and a working margin of $1.3 billion to cover 
contingencies. 

Our present estimate of future application volume through next 
June assumes rates 10 to 15 percent smaller than last summer’s peak, 
but larger than the reduced rate which followed the institution of the 
proc edures for : agreements to insure. 

Compared with seasonally adjusted annual application rates of 
1,100,000 units for home mortgages from July to September, our 
present forecast anticipates an annual rate of 950,000 units from now 
until June 30. Last week, the seasonally adjusted rate reached 923,000 
units. 

Several uncertainties affect the accuracy of this projection. Most 
important, increased prosperity and increased availability of mortgage 
funds might lead to more applications than we estimated. The extent 
to which FHA insurance will substitute for VA-guarantees, and the 
‘ate of expansion of the certified agency program are other important 
uncertainties which could result in more FHA insurance. Similarly, 
we may be wrong in our assumption that commitments will expire at 
a fairly level rate. If the recent declining rate continues, we will 
recapture fewer outstanding commitments and need more new 
authorization than we estimated. 

We may also need more new authorization than estimated if the 
average size of individual mortgage commitments has not leveled off. 
New legislation affecting FHA insurance programs before June 30 
could further affect our authorization requirements. 

As against all these uncertainties which might be expected to raise 
our use of authorization, there is one major possibility of decline. 
Less authorization may be needed than we estimated if the September- 
to-December decline in our application volume was caused only by 
continuing influences in the money market. We have attributed this 
decline in part to the introduction of the agreement to insure procedure. 

I wish to stress the importance of an ample insurance authorization, 
as opposed to a closely figured one. Use of commitments without 
intervening agr eements to insure is impor tant to the smooth operation 
of the home- building and home-financing industries. Avoidance of 
excessive filing of applications is important to prompt field office 
processing. T ‘his can only be accomplished with an ample authoriza- 
tion. Finally, FHA administration is simplified if a day-to-day 
control of use of the insurance authorization can be avoided. 

In the light of these considerations, I recommend approval of the 
requested $6 billion increase in our general insurance authorization 
in order that industry and the public can make solitidentt plans for 
the use of FHA insurance programs during the current building 
season. 
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I believe that this would be a desirable time to refer to the proposal 
in section 102 of the new bill, S. 612, which is intended to deal with 
the same problem on a permanent basis. That section would provide 
for the removal of dollar limitations on the volume of insurance for 
the various FHA programs, exclusive of title VIII military housing. 
These dollar limitations periodically cause delay or confusion in the 
home-building industry. 

Unlike other programs where funds are allocated or distributed 
according to some formula, FHA insures all mortgages which meet 
certain standards and criteria prescribed by the Congress and by 
FHA regulations. By the nature of its programs, FHA has no means 
for the orderly scheduling of a predetermined volume of activity for 
a given period of time. Under applicable law and regulations, pri- 
vate individuals and lenders determine the rise or decline in FHA 
activity in the light of their own needs and financial and economic 
conditions in the Nation. 

The proposed change in the law would remove the danger that in- 
dustry may be forced, on short notice and regardless of economic 
trends, to make significant changes in the pace of plans for home con- 
struction and financing because FHA insurance authorization is about 
to run out or has run out. 

The difficulties of predicting FHA authorization requirements are 
shown by the experience of the past 9 months. In early May a projec- 
tion of FHA application volume, based on the information available 
at the time, contemplated use of $4 billion in insurance authorization 
during the 1959 fiscal year. A number of simultaneous forces, all 
moving in the same direction, completely upset this projection. 

These forces included an easing in the money market; an abrupt 
upturn in general economic conditions; liberalizations of FHA loan- 
value ratio limitations—including a 97-percent ratio applied to the 
first $13,500 of value—suddenly made fully effective by the easing 
money market; and $1 billion of FNMA special assistance authoriza- 
tion for new home mortgages. 

This resulted in unprecedented levels of FHA existing home appli- 
cations, reduced expiration of FHA commitments, and use of author- 
ization at rates far beyond previous records. Indeed, the total FHA 
application volume for 1958 reached an alltime high of 980,000 
units—more than 80 percent above 1957 and more than 20 percent 
above the previous record. 

The special measures taken in mid-October made the best of a very 
difficult situation. Even so, considerable inconvenience resulted to 
the industry, the public, and the administering agency. There have 
been many times in the past when FHA authorization ran out com- 
pletely, and Washington office daily controls had to be used to limit 
msurance commitments issued by the field offices on the basis of au- 
thorization resulting from turnover. 

The best way to protect the industry and the public from a re- 
currence of these difficulties is the removal of the dollar limitations 
on FHA’s insurance authorization. 

Another factor contributing to the importance of eliminating these 
dollar limits is the operation of the certified agency program. 

Effective functioning of this program requires freedom from the 
close control on issuance of commitments which has had to be imposed 
from time to time. 
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Section 107 of S. 57 includes a provision making $4 billion of addi- 
tional authorization available on July 1, 1959. Because of the im- 
possibility of accurately predicting program levels we prefer our 
recommended approach of removing the dollar limitation. However 
even under the S. 57 approach it would appear on the basis of recent 
experience that an increase of at least $6 billion would be needed. 

Senator Busy. May I ask a question ? 

Senator SPARKMAN. Yes. 

Senator Busu. Is there a bill before the committee to remove the 
limitation ¢ 

Mr. Mason. Yes, sir. 

Senator SpaRKMAN. Section 102 of the administration bill. 

Senator Busu. It isin 8S. 612% 

Mr. Mason. Yes, it is, Senator. 

Urban renewal capital grant authorization: Section 2 of S. 65 
would increase the urban renewal capital grant authorization. This 
authorization is entirely used up except for amounts necessary to 
meet the needs of projects already underway. As you know, it is 
the capital grant authorization which determines the volume of proj- 
ects which may be started. 

The bill would immediately provide $100 million more capital grant 
authorization. It would also reestablish the authority of the Presi- 
dent to make available an additional $100 million. 

The urban renewal program was left at the start of the current 
fiscal year with only $54 million is unreserved capital grant authority. 
In order to keep the program operating until the 86th Congress con- 
vened, it was necessary for the President to release the $100 million 
reserve authority that had been provided in the Housing Act of 1949. 

This provided a total of $154 million that was available in the cur- 
rent fiscal year. ‘These funds have now been exhausted. 

The grant authority provided in this section would permit the pro- 
gram to be resuined and continue until the end of the fiscal year on the 
level anticipated by the President’s budget proposals, and would also 
reconstitute the reserve of capital grant authority for release by the 
President if at any future time the public interest so dictates. 

College housing loan authorization: Section 3 of S. 65 would in- 
crease the college housing loan authorization by $200 million. At the 
present time the only uncommitted loan funds are those being held 
in reserve to cover cost overruns on outstanding loans. 

The $100 million limit on the portion of the loan funds which can 
be used for nondwelling facilities such as dining halls would be in- 
creased by $25 million. 

At June 30, 1958, the uncommitted balance of the present total 
authorization was $26.7 million. This sum was rapidly committed 
during the next few months. In the interim and in accord with the 
President’s statement of August 27, 1958, the Housing Agency has 
continued to accept applications and has allocated funds on a contin- 
gency basis. For the 6-month period ending on December 31, 1958, 
103 applications totaling $84 million had been filed. 

Present trends of applications indicate that the authorization con- 
tained in this section of S. 65 would be committed by June 30, 1959. 

Continuation of voluntary home mortgage credit program—-S. 612: 
Section 405 of S. 612, the new bill, would continue the Voluntary 
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Home Mortgage Credit Program for 2 more years to July 31, 1961. 
The bill S. 57 would extend it for 1 year. 

The purpose of this program—which does not fall within the area 

of responsibility of our other witnesses—is to facilitate the flow of 

rivate funds for FHA-insured and VA-guaranteed home mortgage 
oans into remote areas and other areas where financial channels are 
inadequate to provide funds for desirable housing construction, in- 
cluding housing open to occupancy by minority groups. I recom- 
mend the continuation of this desirable program. 

Direct loans for relocation housing—Mr. Clark’s bill, S. 197: Title 
III of S. 193 is another legislative proposal which does not fall within 
the area of responsibility of our other witnesses. Because of this I 
shall discuss it. The title would place in the Housing Administrator 
a new $250 million direct loan program for relocation housing. 

Under that program, private nonprofit corporations could receive 
loans equal to 98 percent of the total cost of housing for displaced 
persons. The maximum maturity would be 50 years and the interest 
rate could not exceed the higher of either 234 percent or a rate derived 
by adding 14 of 1 percent to the average interest rate on the Federal 
debt, including short-term obligations. The administration feels 
that aiding the relocation of displaced persons where it is necessary 
ean be handled through existing housing programs, including proposed 
modifications of these programs which will be discussed in Mr. W. 
Beverly Mason’s testimony. 

Farm housing research: Section 702 of S. 57 would extend the 
Housing and Home Finance Agency’s authority to make grants to 
land-grant colleges for farm housing research for 3 additional years, 
to June 30, 1962. The section would authorize appropriations for 
this purpose of $100,000 for each of the coming 3 fiscal years. 

The Housing and Home Finance Agency does not question the 
general desirability of research directed at improving farm housing 
conditions. However, we do not recommend that any additional 
authorization for this purpose be vested in the Housing Agency at 
this time. 

Our recommendation is based partly on budgetary reasons. We also 
believe that the direction and scope of such research may better be 
determined after the Congress, the Department of Agriculture, and 
the Housing Agency have had an opportunity to review the results of 
the research which is now underway under grants previously made 
pursuant to this authority. 

I have been authorized to advise that the enactment of S. 65 and 
S. 612 would be in accord with the program of the President. 

Mr. Chairman, this concludes my prepared testimony. Following 
the testimony of each of our other witnesses, or any time naturally, 
I will be available with him to answer questions. 

Senator Sparkman. Thank you, Mr. Mason. It seems to me it 
might be better to follow the suggestion you just offered and hear 
the testimony of the other witnesses and then let them sit with you as 
a panel at the table and direct questions to all of them. 

Senator Rosertson. Mr. Chairman, since I can’t be here all day, I 
would like the privilege of asking Mr. Mason several questions. — 

Senator CrarK. Mr. Chairman? 
Senator Sparkman. Senator Clark ? 
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Senator Ciark. Mr. Chairman, I would just like to suggest that if 
we follow this procedure, we will spend most of the morning listenin 
to the reading of statements, many of which will deal largely with 
technical details, so that the basic philosophy of the administration’ 
approach and the effect, on which I would at least like to ask some 
questions, is apt to get lost. 

Senator Sparkman. That is all right. We can certainly proceed, 
Senator Robertson says he cannot be here all morning and he would 
like to ask some questions. 

Senator Roserrson. My questions, Mr. Chairman, will deal largely 
with overall policies and not the details of the differences between 
S. 57 and S. 621. 

Senator SparkMAN. I suggest we proceed to ask Mr. Mason some 
questions, but that we keep them on the overall field, rather than try- 
ing to deal with particular agencies. 

Senator Fulbright, do you have any questions ? 

Senator Futsricur. No. 

Senator SparKMAN. Senator Bennett? 

Senator Bennett. I would have preferred to follow the other pro- 
cedure and therefore I am not prepared to ask questions. 

Senator SparKMAN. Senator Robertson wants particularly to ask 
some questions. 

Senator Rorertrson. What is the difference in cost between S§, 57 
and S. 612? 

Mr. Mason. Your question is, what is the difference in total cost 
of these two bills? 

Senator Ropertson. Yes, sir. 

Mr. Mason. Senator Robertson, the new obligation authority in 
the administration bill is $1,650 million. 

Senator Rosertrson. Wait just a minute. This is right much 
money. It takes mea little time to write it down. 

Senator Sparkman. What is that? 

Mr. Mason. The administration’s bill S. 612. 

Senator Ronertson. All right, that is S. 612. 

Mr. Mason. And S. 65 combined. 

Senator Roperrson. What is the difference between S. 612 and 
S. 65? 

Senator SparKMAN. S. 65 is just to take care of this fiscal year. 

Mr. Mason. That is to take care of the balance of this fiscal year 
and S. 612 is starting the next fiscal year. 

Senator Roserrson. They are both administration bills? 

Mr. Mason. They are both administration bills. 

Senator Roprrrson. And one is just for the end, supplemental, so 
to speak, of fiscal 1959. 

Mr. Mason. That would be correct. 

Senator Rosertson. And the other is for fiscal 1960? That is going 
beyond fiscal 1960? 

Mr. Mason. Sir, in answer to your question, I have given you the 
figure for 1960 and after, in other words, all the spending of the new 
obligation authority. The figures for this year, for the next fiscal 
year, 1960, would be the figures for the balance of this year. 

Senator Rosertson. Just give me that by itself, the supplemental. 

Mr. Mason. The supplemental would be $300 million in the ad- 
ministration bill. 
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Senator Ropertson. Is that in the President’s budget? 

Mr. Mason. Yes, sir. 

Senator Rosertrson. That was contemplated when he said that we 
will wind up with a $7 million surplus on July 30, 1960. 

Mr. Mason. Yes, sir. 

Senator Rogertson. That includes a $300 million housing supple- 
ment for the current year, or will this add to the $12 billion deficit ? 

Mr. Mason. Excuse me, let me explain. The amount that would be 
in the President’s budget would be for next year, 1960, which would 
be $250 million and not the balance for the balance of this fiscal 
year. I wish to correct myself. 

Senator Rosertson. Then in the contemplated deficit of $12 billion, 
there would be another $300 million added ? 

Mr. Mason. Senator Robertson, I am under some difficulty in an- 
swering your question, since I did not prepare last year’s legislation 
or work on it. I am under the impression that these amounts were 
inthe President’s budget for 1959. 

Senator Rosperrson. When are we going to know for sure about 
that ? 

Mr. Mason. I can tell you this afternoon or very shortly. I can 
ascertain by telephone, but I am assured by my staff that this is so. 

Senator Ropertson. I see some indication that several members of 
the press would like to know, and if you can put it in this afternoon, it 
might help everybody. 

Mr. Mason. Senator, I am now assured that this amount of $300 
million is in the budget for the current year, so it is not increasing 
the budget. 

Senator Rosertson. It won’t make the $12 billion deficit any bigger 
by reason of the housing program for the remainder of this yeat 

Mr. Mason. That is correct. 

Senator Ropertson. What does the $1,650 million cover? Is that 
all for 1 fiscal year ? 

Mr. Mason. The $1,650 million is for 6 years, 6 fiscal years. The 
urban renewal part of the program is for 6 fiscal years. 

Senator SpARKMAN. As a matter of fact, Mr. Mason, isn’t this true, 
I think this would clear it up, all of the bills relating to urban 
renewal, except of course S. 65, project a program over a period of 
years. 

Mr. Mason. This is correct. 

Senator SparKMAN. In fact, I believe all of them are for 6 years. 
- Yours is for six, is it not, Senator Bush ? 

Senator Busn. Yes, sir. 

Senator CrarK. Mine is for 10 years. 

Senator Sparkman. So all projects are for a period of 6 years or 
more. But I believe all of the other money provisions relate to a 
single year, do they not ? 

Mr. Mason. Yes, sir; they do. 

Senator Crark. Mr. Chairman, could I make this observation in 
view of what Senator Robertson has said? These urban renewal 
programs, whether they be for 6 years or for 10 years or for 3 years, 
will have absolutely no effect on the current budget and will not have 
any impact on any Federal budget for at least 3 years—in many 
instances, for 5 years. It might well be 17 years before the full 
impact on any budget would become effective ‘with respect to these 
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10-year authorization programs. So that when we are dealing in 
terms of these authorizations, we want to be clear we are not talking 
about this year’s or next year’s budget or the year after that. 

Senator Ropertson. My information, Mr. Chairman, was that we 
did not have but $30 million left in the urban renewal fund, and 
therefore, I would need some explanation of why we won’t be spend- 
ing any of the new money for 3 years. 

Senator Criark. Because this has to do with grant authorization, 
Senator, which does not come into cash outgo for from 3 to 5 years, 

Mr. Mason. Senator Clark is correct, it takes a period of time to 
get an urban renewal program to the stage where money is spent. 

Senator Roperrson. It won’t be in time for 1960 election? 

Senator SpaRKMAN. May I ask this question, which I think will help 
clear it up? You must have the additional authorization though, 
before you can make the allocation, even though that allocation may 
not mature for 3 or 4 or 5 years. 

Mr. Mason. Senator Sparkman is correct, with the program, com- 
munities cannot apply for new projects unless the authorization has 
been voted. 

Senator CiarKk. But let’s not get confused in talking about next 
year’s budget or the year after’s budget, when we are talking about 
urban renewal grant reservations. That is the only point I want to 
make. 

Senator Rosperrson. I understand that S. 612, the Bush bill, is the 
administration bill. 

Mr. Mason. Introduced by Senator Sparkman. 

Senator Bennetr. Senator Capehart. 

Senator Ropertson. That was set out in the Congressional Record 
yesterday. I didn’t have time to read it in detail, but there was a good 
deal of it, and it would authorize $1,650 million ? 

Mr. Mason. Yes, sir, that includes $1,350 million for urban renewal 
capital grant authorizations over a 6-year period, and, I mean that is it. 
It is $1,350 million. 

Senator Rosertson. I thought it also included some public housing! 

Mr. Mason. There is no authorization for public housing in 612. 

Senator Ropertson. Just what is the difference then in the coverage 
of that bill and 8.57? Do they deal with different subjects or not! 

Mr. Mason. Senator, these deal with similar subjects, certainly. 
They vary in amounts, there are differences in them, of course. 

Senator Bennerr. Will the Senator yield? If Senator Clark 1s 
correct, that the authorizations for urban renewal do not affect the 
actual outgo of cash in the fiscal year following the year in which 
they are authorized, and you say the total authorization of the bill is 
$1,650 million, and $1,350 million of that is for urban renewal, then 
what is the actual cash effect on the budget in 1960 of S. 612? 

Senator CLark. That is a good question. 

Senator Futsrient. Mr. Chairman, I think the record might show 
that the budget made these estimates for the current year: 1959, $76 
million, and for 1960, the estimate is $100 million. That would be the 
actual grant, according to the budget. 

Senator SPARKMAN. In what? 

Senator Futsricnt. For urban renewal capital grants. The actual 
in 1958 fiscal year was $35 million; estimate 1959, $76 million; the 
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1960 estimate is $100 million. 
be spent. 

Mr. Sretner. I think, Senator, on an actual expenditure basis, it 
is about $76 million in the current year, and $101 million in 1960, but 
as it has been discussed here, there is very little relationship between 
the authorizations in the pending legislation for specific years and 
the actual expenditures in those years. 

Senator Futsrient. Your best estimate is that next year, there will 
be $100 million of these contracts come to the point where you must 
pay it out, that is right, is it? 

Mr. Mason. That is correct, Senator. 

Senator Bennerr. My question is, in this figure of $1,650 million, 
which also contains a large figure of authorization for urban renewal, 
which is supposed to go forward over a period of 6 years, what is the 
actual difference, what is the amount remaining if only $100 million 
of that is going to be used in fiscal 1960? What is the impact of 
S. 612 on the budget for 1960? That is what we are trying to get at. 

Senator Futpricut. Yes, sir. 

Senator Roserrson. That is what I am trying to get at, to try to 
present the picture of the difference. Before he answers that question, 
let’s get this established. Is it not a fact that S. 57 is substantially 
the bill that the Senate passed last year but didn’t pass the House. 

Senator SparKMAN. It came up under suspension of the rules in 
the House, and lacked six votes of getting the necessary two-thirds 
majority. 

Senator Ropertson. That is what I thought. This is about the 
same bill? 

Mr. Mason. You mean S. 57 is like the bill that was proposed last 
year ? 

Senator Ropertson. Is there any substantial difference ? 

Mr. Mason. Senator Sparkman has indicated that there are cer- 
tain differences, but substantially the bill is intended to follow the 
same pattern. 

Senator Rospertson. Objection was raised, both by me, and by Mr. 
Case, on the floor of the Senate, and in the Rules Committee of the 
House, by Judge Smith, was to this provision in the bill. Was it the 
Sparkman bill last year? 

Senator Sparkman. I introduced it, as worked out in committee. 

Senator Rospertson. Authority to borrow from the Treasury with- 
out getting an appropriation. That is one of the provisions of that 
bill and that is still in S. 57, is it not? 

Mr. Mason. Senator Sparkman could correct me on that, I am 
notsure. Is it, Senator? 

Senator SparKMAN. It makes no change as to present procedures. 
I think what Senator Robertson refers to was a provision that was 
in the House bill relating to perhaps a different program. It is not 
in the Senate bill. The Senate bill follows existing programs. 

Mr. Mason. That is what I felt. 

Senator Rosertson. The Senate bill then only authorizes direct ap- 
propriations that go through the Appropriations Committee ? 

Senator SparkMAN. No, that is not correct, because urban renewal, 
as I recall, is financed by Treasury borrowings, isn’t that right? 

Mr. Mason. That is correct. 


That is their best estimate of what will 
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Senator SparkMAN. Both in the bill that I introduced and also in 
the administration bill; and in present operations. 

Mr. Mason. That is correct. 

Senator Futsricut. So is college housing. 

Senator SparKMAN. So is college housing. 

Senator Rosertson. Then the Senator from Virginia was right. 
That was one of the objections that was voiced in both the Senate 
and House against the bill. It did continue direct borrowing which 
had totaled $58 billion since it was first adopted in the depression 
of 1932. There were those of us on the Appropriations Committee 
who thought that if Congress was going to maintain any worthwhile 
control over the budget and expenditures, appropriations that the 
Congress authorized should go through the regular committees, and 
go through every year. We take a look at what has been done in the 
past and add them up, whereas if we just authorize an agency to 
borrow money from the Treasury by issuing bonds, nobody could keep 
up with what the actual expenditures would actually be in any given 
period. 

Is there any difference in the method of financing between S. 57 
and §. 612% 

Mr. Mason. No, they follow the same pattern. 

Senator Rozertson. They follow the same pattern. Why do you 
object to S. 57? 

Mr. Mason. The matter of amounts. 

Senator Rogerrson. What is the difference ? 

Senator Bennerr. May I return to my question, and ask for an 
answer as to the actual impact on the 1960 budget of S. 612, leaving 
out or including only $100 of urban renewal, because that is the esti- 
mate of the money that is in the budget. 

Senator Ropertson. You mean $100 million. 

Senator Bennett. One hundred million. 

Senator Sparkman. Senator Bennett, I don’t think that covers the 
point that Senator Robertson has made. I am not sure but that in 
addition to the $100 million in urban renewal, while that may be the 
only amount spent in that, there may be some other programs in which 
the expenditures will differ from the authorizations. They don’t 
always run the same. 

Mr. Mason. Senator Sparkman is correct. That is, the Congress 
authorizes programs ahead, and because it takes time in the construc- 
tion industry to acquire sites, to let contracts and so on, projects don’t 
get built in the fiscal year in which the money is allocated. 

Senator Sparkman. For instance, there is a $10 million item under 
section 701 of the existing law, which is carried both in my bill and 
I believe in the administration bill;istherenot? - 

Mr. Mason. Yes, sir. 

Senator Sparkman. That most likely will be spent over a period of 
several years; isn’t that correct ? 

Mr. Mason. That is correct ; yes, sir. 

Senator Sparkman. Undoubtedly there are other items through the 
bill, therefore we don’t get the correct picture if we take one item with 
its impact on the budget next year, and leave off the others. 

It seems to me we Teally get a better picture, a comparative picture, 
if the figures are given as to the extent of this program and when it 
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comes to one like urban renewal, that extends over 6 years, to show it 
isa 6-year program. 

As I understand, the administration bill, under urban renewal, 
would provide for $1,350 million over a period of 6 years; isn’t that 
right ? 

Mr. Mason. That is correct. 

Senator SparKMAN. My bill for the same 6 years would provide 
for $2,100 million; i isn’t that right ? 

Mr. Mason. That is correct. 

Senator Sparkman. And Senator Clark’s bill would provide for 
what ? 

Senator CuarK. Six billion. 

Senator SparKMAN.'Six billion over a period of 10 years. Senator 
Bush hasa bill also. I don’t recall offhand, Senator Bush, what yours 
is, $500 million, is it, for 6 years ? 

Senator Busu. No: $250 million a year for 6 years, with $100 mil- 
lion each year discretionary with the President. 

Senator SparKMAN. Then it would be the same as mine, except $100 
million would be discretionary with the President. Yes, sir. It seems 
to me that is the only way we are going to get a comparative picture to 
show that. I would like to suggest that there be placed in the record 
a table that would show the breakdown of the various bills. Do you 
have the breakdown ? 

Mr. Mason. We have the breakdown; yes, sir. 

Senator SpaRKMAN. I would like to suggest that be placed in the 
record at this point. 


(The table referred to follows :) 
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estioning was to try to be 


Senator Bennerr. My interest in qu } 
I will be glad to withdraw 


helpful to the Senator from Virginia. 
from the discussion on this point. 

Senator Rosertrson. If the Senator from Utah will withdraw his 
question, we can go on. 

I would like to hear an answer to my question. 

Senator Bennerr. There has now been a table placed in the record 
which contains figures. I have a copy. I don’t know whether the 
Senator from Virginia has a copy or not, but the answer I got to 
my question is that there is no flat and specific answer to the ques- 
tion. That it is impossible to take these authorizations that extend 
beyond the period and give a flat answer to what would happen in 
1960. That is the impression I receive, as a result of the discussion. 

Mr. Mason. I am sorry if I gave that impression, Senator, be- 
sause we believe that the spending in this program in 1960 will be 
slightly over $100 million. 

Senator Bennett. That is in urban renewal, but we are interested 
in the whole of 8.612. What will be the spending in carrying out 
the provisions of S. 612, if it were adopted, and what would be its 
effect on fiscal 1960 ? 

Senator Rorertrson. The appropriate answer to that question, the 
Senator from Virginia wants to point out, for the benefit of the 
public that may eventually read this record—I don’t know whether 
they will read it or not— is that this whole business is a little more 
complicated than would appear on the surface. The Sparkman 
bill has 69 pages; the bill introduced by my distinguished colleagues 
Capehart and Bennett, we haven’t got, but they have furnished over 
30 pages of single-spaced, legal size explanation of what is in the 
bill. It evidently is a rather broad and complicated subject. That 
just cannot be answered yes or no in response to two or three ques- 
tions. You can answer that last question. 

Mr. Mason. Senator Sparkman and Senator Bennett, in answer 
to Senator Bennett’s question, I would have to say that I would have 
to provide the estimate of this spending. I would not have these 
figures collected here now, but since the committee has asked for it, 
I believe the committee should have it, and it would have to be esti- 
mates, naturally. 

Senator Rosertson. When the Senator from Virginia came here, 
he was under the impression that the administration was very much 
disturbed about the impact of the bill on the budget. But it appears 
now that we have a program for urban renewal presented on the 
one hand by an outstanding Democrat, and a program presented by 
two outstanding Republicans, the same program. They are in agree- 
ment on that. The Senator from Alabama would authorize over a 
6-year period a total of $2.1 billion, while the other Senators would 
authorize $1.3 billion. 

So there is some difference in total authorization in that 6-year 
period. Now we hear, as far as I can tell, there would be a very 
slight difference in impact on the budget for fiscal 1960. Then what 
is all the fight about ? 

Mr. Mason. Excuse me, Senator, what the administration is con- 


cerned about is the overall procedure of budgeting and spending, just 
as I am sure Senator Robertson is. 
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In this kind of program, we have to do this over a period of time. 
We cannot say it has to be spent this year as it would not be economi- 
cal, it would not make sense to spend it in 1 year. We have to look at 
this as a broad program over a period of years. Now eventually, as 
this program grows, over this period of time, we will get an amount 
of spending within the years that will approximate the obligation 
authority for that year, but what we are saying here is, in this pro- 
gram, We are interested in how much new work we authorize each 
year. 

Senator Ronertson. Last fall the Director of the Bureau of the 
Budget, Mr. Stans—and he is a very able and fine man; I knew him 
when he was head of the budget for the Post Office Department, as 
Under Secretary—made a speech in which he bitterly criticized the 
action of this committee, and Congress in general, of authorizing so 
many direct drains upon the Treasury. He said that if we are going 
to have budgeting practices, budgeting of expenditures, they ought to 
come through direct appropriations, and annually reviewed. So I 
had assumed that was going to be the policy of the administration this 
year; that they were going to frown upon this policy of “Don’t worry 
too much; we don’t know exactly what it is going to be, and it does 
not have to be added in the budget right now.” 

It might not be all drawn from the Treasury, although sooner or 
later they are going to issue bonds, and sooner or later we are going 
to have to pay the bonds, but don’t worry, because it is not going to 
happen now. But you tell me the administration is not taking that 
position; you want to finance it just like Senator Sparkman. I am 
trying to find out what your objections to Senator Sparkman’s bill are, 
unless it is just over the 6-year period, and you prefer that the suc- 
ceeding administration, maybe a Democratic one, might be embar- 
rassed by these demands. 

Senator SparKMAN. Does the Senator from Virginia yield ? 

Senator Ropertson. I had better yield to the author of the bill that 
I have been criticizing. 

Senator Bennett. Mr. Mason, you said that you would furnish the 
committee, when you had time to develop it, an estimate of the impact 
of S. 612 on the 1960 budget. 

Will you, at the same time, furnish a parallel estimate of the impact 
of S. 57 under the same terms, so that we can eventually come to the 
answer, as nearly as we can, to the first question Senator Robertson 
asked, which was, What is the impact of this bill on the 1960 budget 
and what is the difference? I am trying to get onto the same point. 

Senator Rorertson. I think that is very fine, and, without delaying 
the privilege of other members, an expert is going to give the details. 
May I have this assurance that, if necessary, we have Mr. Mason back 
again, after he has read and considered the questions and if he wants 
to give us a little clearer distinction between why he favors S. 612 
and why he opposes S. 57. Can he come back? 

Senator Sparkman. I am sure he can, and he will be here through- 
out the day. 

Senator Busu. Will the Senator yield for questioning ? 

Senator Rosertson. Yes, sir. 

Senator Busn. Will the Senator be glad to expand his question to 
all these bills before the committee ? 


35482—59——_7 
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Senator Roperrson. I think it is only fair. 

Senator Bennerr. The effect on 1960 budget ? 

Senator Busu. Yes, sir. 

Senator Bennerr. I will be happy to expand it with the permission 
of the chairman. 

Senator Sparkman. I think it would be fine; and, without objection, 
when that information is furnished, it will be placed in the record at 
this point. 

(The information referred to follows :) 


EXPLANATORY NOTE 


For the purpose of these estimates, it has been assumed in each case that the 
bill becomes law on March 1, 1959. 
No allowance has been made in the estimates for the following : 

1. Administrative expenses required for new or expanded programs, as 
compared to amounts estimated in the 1960 budget. 

2. Possible expenditure effects of various technical amendments affecting 
operations of the FNMA, such as reinstitution of the par purchase require 
ments, amendments affecting fees and charges, authorization to make ware- 
housing loans under the secondary market programs, etc. 

3. Indirect expenditure effects of amendments to statutory provisions re 
garding income limits and credits for tenants of low-rent public housing. 


Estimated budget expenditures under proposed legislation, 1960 fiscal year 
[Dollars in millions] 
Ad- Clark 


minis- | Spark- | Rains bills 
tration | man bill (S. 193, 


bill bill 


(S. 612) | (S. 57) 





Urban renewal: 
Capital grant authorization 


Relocation payments (increase 
in maximum payments). 


College loans: 
Housing, direct loans 


Classrooms, etc., direct loans 


Housing for elderly: Direct loans- 


Relocation housing: Direct loans 

FN MA Special assistance: 
Low-priced housing 
Cooperative (consumer) 

VA direct loans 

Urban planning grants 


Farm housing reSearch----._..--- ; 
Hospital construction, grants or 
loans under Public Law 139. 
Public low-rent housing: 
Payment of maximum annual 
cont~ibutions. 
Additional units: 
Preliminary 
loans. 
Temporary (construction) | (‘) 
loans. 


3.6 | 347.6 


(planning) | () 


12.0 


Total, 1960 fiscal 
estimate. 


year 


1 Not applicable. 
2 No effect. 


NOTE. 


(H.R. 
2357) 


$10.0 


3.75 


194, and 


195) 





Revives 


Expenditures represent increased 
planning advances. 
Increase for individuals from $100 
to $200: for small business from 
2,500 to $3,500. 


Additional authorizations would 
increase number of projects 
being planned, but disburse- 
ments would fall in later years. 

Construction advances for proj- 
ects being planned prior to en- 
actment of program. 

Construction advances largely on 
projects now being planned 
under FHA _ program for 
elderly housing. 

Construction advances. 


10 percent cancellations assumed. 
Increases total program, but not 
necessarily 1960 expenditures. 


certain cases under 


expired defense program. 


All estimates subject to statements in accompanying explanatory note. 
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Senator Cxiark. Mr. Chairman, for purposes of clarification, 
earlier it was said by Mr. Mason that urban renewal spending for 
fiscal 1960 would approximate $100 million. 

Mr. Mason. That is the estimate. 

Senator Crark. I believe the actual figure in the budget at page 
M-45, is $104 million. Is it not correct, Mr. Mason, that that expendi- 
ture will be made whether or not any urban renewal measure is passed 
by the 86th Congress # 

“Mr. Mason. Yes, sir, Senator Clark. Of course, this money was 
obligated before. 

Senator Ciark. And was authorized by previous Congresses ¢ 

Mr. Mason. That is correct. 

Senator Rozertson. I yield the floor. 

Senator SpaRKMAN. Senator Frear. 

Senator Frear. No questions at this time. 

Senator SparKMAN. Senator Bush? 

Senator Busu. I have no questions. 

Senator SpaRKMAN. Senator Douglas? 

Senator Doueias. Mr. Mason, do I understand that you are now 
ready to testify on the President’s budget insofar as it deals with 
housing matters ? 

Mr. Mason. Senator, I certainly am; yes, sir. 

LhopeIam. I shall try toanswer. 

Senator Doveias. Do I understand you are now Chairman of the 
Federal National Mortgage Association ? 

Mr. Mason. Sir, in my capacity as Administrator of the Housing 
and Home Finance Agency, I shall be the Chairman of the Board 
of the Federal National Mortgage Association. 

Senator Douc.ias. Yes, sir, I understand. 

Mr. Mason. I have not yet done anything about this, because I 
was only sworn in yesterday. 

Senator SpARKMAN. May I suggest to the Senator from Illinois, that 
Mr. Baughman who is the president of FNMA is here and will testify. 

Senator Dovetas. It is sae for me to keep the Masons down at 
your place straight, but may I ask if Mr. W. Beverley Mason is a mem- 

r of the Board of the Federal Mortgage Association ? 

Mr. Mason. He isnot; no, sir. 

Senator Dovetas. What other Mason is a member of that? 

Mr. Mason. Mr. Walker Mason, who was the Deputy Admin- 
istrator. 

Senator Dovetas. Are these gentlemen related to you? 

Mr. Mason. They are not; no, sir. Not even remotely, so far as I 
can find out either. 

Senator SpaARKMAN. You say that with considerable resolution ? 

Mr. Mason. We say, Senator, that Mr. Beverley Mason is of the 
Virginia Masons; John Mason family, signer of the bill family. 

Senator Dovaras. The George Mason family. Not John, George. 

Mr. Mason. I am of the Sampson Mason family which came to New 
England. 

Senator Dove.as. I am very glad to get this straightened out. 

Now, are you acquainted with the statement on page 303 of the 
President’s budget, which I hold in my hand ? 
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Mr. Mason. Well, I do not have that statement before me. Do we 
have one? 

Senator Doveias. Would you permit me to read it ? 

Mr. Mason. Certainly,sir. Ihave read it. 

Senator CLark. It might be helpful if you had the budget before 
you, because I am going to ask you some questions too. 

Senator Doveras. Did anyone bring up a copy of the Presidents 
budget? Would you supply the Chairman of the Federal National 
Mortgage Association with a copy of the President’s budget ? 

If the administration does not have a copy of the budget, we will 
hand you one. 

Mr. Mason. We have some copies, but we did not bring them. 

Senator Ciark. Mr. Mason, I know I can rely on you to give that 
back to me when I need it. 

Mr. Mason. Yes, sir, immediately. 

Senator DouGias. On page 303. It is before you? 

Mr. Mason. Yes, sir. 

Senator Doveuas. The first column, second paragraph, which I 
will now read, and then you can tell me whether I am reading it cor- 
rectly. 

Senator Busu. Senator read so we can hear it too, please. 

Senator Dovetas [reading] : 

Sales of mortgages from the management and liquidating portfolio are esti- 
mated at $10 million during 1959, and $335 million for 1960. The estimated 
increased sales volume in 1960 as compared with 1959 is predicated on a plan 
under which the Federal National Mortgage Association will effect the exchange 
of mortgages from this portfolio for a like volume of privately held Treasury 
bonds. 

Have I read that correctly ? 

Mr. Mason. You have, yes, sir, Senator. 

Senator Dovcias. Now, may I ask, what type of Treasury bonds do 
you intend to take in return for the FNMA bonds? Here in the Wall 
Street Journal for yesterday, some 25 issues of Federal bonds are 
listed on page 25, final column. What type do you intend to buy! 

Mr. BaucuMan. This transaction referred to in the budget on page 
303 has been under discussion by the Bureau of the Budget and the 
Treasury for some time as to the specific bonds referred to by you. 
I don’t think it has been definitely decided which ones they are. How- 
ever, there has been some talk of those 234 nontransferable bonds. 
They are not listed, they have no market value, because they are not 
transferable. .They are convertible into 114’s, which run for 5 years, 
and do have a market value and are listed, and I think the price 1s 
somewhere about 9014. 

Senator Dovetas. 9014? 

Mr. Baueuman. I think so. 

Senator Doveias. But while no formal decision has been made, It 
is your expectation that you will accept in return these bonds which 
have a present market value of 9014? 

Mr. Bavcuman. That is the idea, to exchange mortgages for bonds, 
yes, sir. 

Senator Dovctas. At what price will you take these bonds? 

Mr. BaucuMan. Well, the discussion, I think runs around par for 
par. 


bad be 
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Senator Dovenas. Par. In other words, you will take bonds which 
have a market value of 9014 and take them in at 100 cents on the 
dollar. 

Mr. BaveuMan. Well, I say the procedure under which we will 
work has not been arrived at. 

Senator Douetas. May I say that of these 25 issues, the prices for 
which are quoted in the Wall Street Journal as of Monday over the 
counter, there are only two issues which are selling above par. There 
are a number of issues which are selling in the 80s, and a number of 
issues which are selling in the low 90s, so that this is a very real prob- 
lem. If you accept bonds which have a market quotation, let us say, 
of 90, and accept them at 100, to the tune of $335 million, is it not 
possible for speculators to buy these bonds at 90, and cash them in at 
100, and make a profit of 10 points on each transaction or total profit 
of $3314 million ¢ 

Mr. Baucuman. I don’t think that is possible, because the port- 
folio in the management and liquidating functions is mostly 4 percent 
GI's, in fact, about $1.9 billion of the $2.1 billion one is made up of 4 
percent GI's, and, of course, they have a market value considerably less 
than 9014. On the other hand, if we limit ourselves to the 234, they 
are registered bonds, and speculation could not take place such as 
you mention. 

Senator Douauas. May I ask this, when you sell these bonds, will 
you sell them at market price or at par ? 

Mr. BaucguMan. At par. The idea is to exchange par for par. 

Senator Doueias. Exchange par for par. You won’t exchange at 
the market price of the GI’s for par of the Governments? 

Mr. Baveuman. No, sir. 

Mr. Mason. No, Senator. 

Senator Doveias. You are sure of that ? 

Mr. Baucuman. Definitely. 

Senator Doveuas. I am glad to get this reassurance, because there 
are some $30 million involved. 

Mr. BaucuMan. I am sure the way you spoke of it, it would not 
be right, it certainly would be par for par. 

Senator Dovetas. What effect do you think this will have on the 
mortgage market, selling $335 million of mortgages. 

Mr. Baveuman. I think one of the answers to that is that ordi- 
narily these investors in their overall portfolio limit themselves to 
a certain percentage of their investment for mortgages, and a certain 
percentage for corporate issues and other types of investments. If 
they have these Government bonds in excess of the percentage of the 
investment within mortgage portfolios, it would increase their in- 
vestment in mortgages through the exchange of bonds. It would have 
no effect whatever on the market. 

_ Senator Doveias. Wouldn’t it diminish the ability of private lend- 
ing institutions to absorb new mortgages ? 

Mr. Baucuman. If they are going to increase the percentage of 
the portfolio invested in mortgages, and substitute the increase for 
the bonds they now hold, it would have no effect whatever. 

Senator Doueias. What in practice do you think would happen? 

Mr. Baueuman. I think generally that is what would happen. 
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Senator Doveras. You don’t think it would dry up the funds avail- 
able for the purchase of mortgages on new housing ? 

Mr. Baucuman. I donot. I don’t think so. 

Senator Dovaias. Why not? 

Mr. BaucuMan. I don’t think so. 

Senator Doveras. The amounts available for private lending are 
not unlimited; are they ? 

Mr. Baveuman. Well, I don’t think that the sum involved here 
would create such a situation as you refer to. 

Senator Dovetas. You mean $335 million is not an appreciable 
amount ? 

Mr. Baveuman. When you figure the total financing in mortgages 
in the United States, at times it runs close to $30 billion. 

Senator Dovetas. I am speaking of the annual increment, that is 
the annual, not the total, but the annual? 

Mr. Bavucuman. I would say new construction takes about $14 
billion or $15 billion of money. 

Senator Futsricut. Senator Douglas, will you yield for a question? 
Is that budget transaction reflecting some profit to the Government by 
shuffling these bonds back and forth? 

Senator Dovueias. Let him answer. 

Senator Futsricut. Does it result in a profit to the Government? 

Mr. Baveuman. No, sir; it will not. 

Senator Futsricnt. The budget does not reflect any profit ? 

Mr. Baveuman. That is correct. 

Senator Futsrient. What is the significance of carrying that in 
the budget if it does not affect it ? 

Mr. Bavenman. Well, I think the purpose of carrying the item in 
the budget is just that it helps to balance the budget. 

Senator Ctark. Would the Senator yield ? 

Senator SparKMAN. Senator Douglas has the floor. 

Senator Doveras. I will yield. 

Senator Cuark. In effect, what this proposes is to sell capital assets 
to balance an operating budget; is that not correct ? 

Mr. Bavenman. Exchange capital assets. 

Senator Crark. This would not be approved by any corporate 
financing accountant, would it, because you are selling capital assets 
to balance a current operating budget, and you are telling the people 
of the United States that your budget is in balance but in fact it is 
not? 

Mr. Bavenman. I don’t quite understand your question. I will 
say this is a very common practice for people, investors in mortgages 
to exchange bonds for mortgages. 

Senator Crark. Yes, sir. But you are familiar with normal cor- 
porate accounting, and you would agree, would you not, no certified 

ublic accountant for a reputable corporation would indulge in this 
kind of financial transaction. In fact, if they did, and filed a registra- 


tion statement before the Securities and Exchange Commission, there 
probably would be a stop put in which would prohibit them from 
selling their securities until they brought their prospectus into accord 
with normal corporate accounting procedures ? 
Mr. Bavenman. I think this entire transaction is merely an eX- 
change of one asset for another type of assets, Mr. Senator. 
Senator Busu. Would the Senator yield ? 
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Senator SPARKMAN. Senator Douglas has the floor. 

Senator Busn. I ask the Senator would he allow me to ask a question 
apropos $ 

Senator Douanas. Yes, sir; and then I would like to be privileged 
tocontinue my questioning. 

Senator Busu. I would just like to observe on the remarks from 
the Senator of Pennsylvania, if I may have your attention, that the 
mortgages went into the Treasury on a budget expenditure, so that if 
they went out, it would go out the same way it went in, so to speak, 
and there is no difference in the transaction as to its character. In 
other words, it was a budget expense to buy those mortgages for 
FNMA, therefore, the same account should be credited in the same 
way when they were sold, in exchange for Government obligations; is 
that not so? 

Mr. Baueuman. That is generally true. In fact, this entire trans- 
action—they could actually go out and sell their bonds, and use the 
proceeds to purchase mortgages. 

Senator Busu. With all respect to my good friend from Pennsyl- 
vania, I don’t think tl corporate comparison he offers is a fair one 
inthis case. 

Senator Ciark. If I may make just one observation and then let’s 
go ahead, this is probably due to the fact that Federal budgetary 
procedures are so old-fashioned and outmoded that you can’t compare 
them with proper corporate accounting without getting into a pretty 
confused situation. The fact remains that what is being done is to 
get cash to balance the budget by selling capital assets. 

Senator Busy. Well, we bought those capital assets as a budget 
expense, and we are going to credit them back when we sell them.. It 
is perfectly consistent practice. The Senator will have to agree with 
that, even 1f he does not like the practice. 

Senator Ciark. It is a Government accounting practice, but I don’t 
think it is quite the way it ought to be done. It really does give an 
erroneous impression to the American people. 

Senator Busu. That might be, but I mean, it is the way it has to 
be done under current practice. There isn’t any other way to do it. 

Mr. Mason. Senator, might I say to Senator Clark, these mortgages 
are amortized regularly and the amount is similarly credited, of course. 

Senator SparKMAN. Are you through, Senator Douglas? 

Senator Doveias. No; I am not. 

Senator SparRKMAN. Go ahead. 

Senator Doucias. Mr. Mason or Mr. Baughman, how would the 
payment in bonds be treated for tax purposes? For example, would 
the investor who pays 90 cents on bonds be entitled to a capital loss? 

Mr. BauguMan. He would be subject to the regular Internal Reve- 
nue Code. 

Senator Doveias. But, would he be able to ask for a capital loss? 

Mr. Baueuman. I think certain corporations could, certain cor- 
porations would be exempt, but others 

Senator Dovenas. Since he asked for a capital loss, this would mean 
that the tax revenues to the Treasury would diminish ? 

Senator Bennett. Senator, that would depend on what he paid for 
those 90 percent bonds. 

Senator Doueias. Assuming that he paid par 
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Mr. Bavcuman. He would be subject to the tax laws as they now 
exist. 

Senator Dovcias. You say subject to the tax laws. He would be 
entitled then to credit this as a deduction against his taxes, and the 
Treasury would lose, would it not, assuming that it is a corporation, 
approximately half of the difference between par and 90 cents, isn’t 
that true? 

Mr. Baucuman. If he was subject to tax, that would be true. On 
the other hand, he has a privilege of disposing of them in any way he 
sees fit during any time of the year. 

Senator Douveias. Even though you credited the bonds at par? 

Senator Bennerr. But since they are changing par for par, when 
he disposes of the mortgages, if he disposes of them at par, he is sub- 
ject to a tax on a capital gain. If he holds the mortgage to maturity, 
it can be assumed he will retain the face of the mortgage and there- 
fore will have had the capital gain. 

Senator Dovetas. I think this matter needs to be gone into. 

Senator Roserrson. Mr. Chairman, if thg Senator will yield, I 
would like to ask one question on that. I am still a little confused. 
The Treasury owns FNMA mortgages, and it owns some 2%4 percent 
bonds. 

Mr. BavecumMan. We don’t own any bonds, we own mortgages. 
That is all we own. 

Senator Rozsertson. You own mortgages. The bonds are on the 
market. 

Mr. Baucuman. The bonds are owned by investors. 

Senator Roserrson. Now you said: “We put it in the budget mes- 
sage to help balance the budget.” You are going to exchange FNMA 
mortgages at par for a certain type of Government bonds that you 
are going to buy on the market with the proceeds. 

How does that help balance the budget? I just can’t see how. You 
said you would not make any money, how does it help balance the 
budget ? 

Mr. Baucuman. The mortgages belong to Treasury, we are merely 
liquidating for the benefit of the Treasury. If we take in bonds and 
turn them over to the Treasury, they in turn could cancel them and 
retire them. 

Senator Roperrson. Then you mean you can reduce the national 
debt by the extent that you get those bonds out of the hands of the 
banks and corporations ? 

Mr. Bavucuman. That is correct. 

Senator Rozertson. So you don’t really make any money, but you 
do reduce the debt ? 

Mr. Baueuman. That is correct. 

Senator Bennett. You don’t reduce the debt, Senator, you reduce 
that proportion of the debt that isin private hands. You increase that 
proportion of the debt that is held by Government agents. 

Senator Rozerrson. Then it would not be like, Senator, selling 2 
post office and putting the money in the Treasury. 

Senator Ciark. It is not so very different, Senator. 

Senator Rozerrson. I understand from the Senator from Illinois, 
we will get further illumination of this point later, so I will pass it up. 

Senator Futsrieut. May I ask Senator Douglas, is this an example 
A man with a bond worth 90, gets a mortgage worth 100. You said 
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he takes a deduction, but actually he will make a 10-point profit, if 
that is worth 100? 

Senator Doveias. You mean ultimately ? 

Senator Futpricut. Yes, sir. If he can turn around and sell 4 per- 
cent VA’s at some point at 100, he makes a profit. 

I don’t see where your point is that he is going to take a deduction. 

Senator Dovetas. I don’t think he trades in mortgages, he keeps 
them for long-term investment. 

Senator Futpricut. If it is paid off to him, he will have a capital 
gain, won’t he? 
~ He will make a profit. 

Senator Doueias. I would suggest that this matter needs very 
thorough probing, because with the difference of 10 points, this matter 
on tax credits they may have, assuming that purchasers are corpora- 
tions and are making profits, a 5-point profit on this transaction, which 
may be one of the inducements being offered to get this exchange rather 
than to depend on cash sales. 

Senator SparKMAN. I wonder if I might suggest to the Senator from 
Illinois, that probably the matter would be better probed by the 
Finance Committee, of which both he and the Senator from Delaware 
are members, or even by the Joint Economic Committee, when it starts 
its hearings next week. 

Senator Doueias I am not concerned with who does it, but I am 
concerned that the matter be gone into a bit more thoroughly. 

Senator SparKMAN. Senator Clark, do you have any further 
questions ? 

Senator Ciark. Mr. Mason, I wonder if your associates have been 
able to find a copy of the budget so that I might have my copy back? 
If not, I know Senator Douglas will be glad to lend you his. 

Senator Dovetas. I think we ought to get extra copies for the other 
members of the Administration staff so that they may be acquainted 
with the contents of the budget. 

Senator Ciark. Mr. Mason, I would like to make just a brief ob- 
servation before I ask you a relatively few questions: I note with some 
disappointment that your 12-page statement contains 1 page on phi- 
losophy, 1 page on urban renewal, one-half page on relocation hous- 
ing, nothing on public housing, and more than 6 pages, or more than 
half of the entire statement, on the subject of FHA guarantees and 
extension. I am a little disappointed that you, as the new head of 
this agency, have so downgraded the public-interest aspects of the 
overall housing program. I am pretty sure in my own mind that you 
' did not mean to do it, and therefore, I want to give you an oppor- 

tunity to say that you are just as much interested in these other 
aspects of the program as you are in getting mortgages insured for 
private builders. 

Mr. Mason. Senator Clark, thank you very much for giving me 
this opportunity. There certainly was no intention of doing this. 

I have been torn between various factors, one being the interest of 
the chairman in getting these hearings done quickly, so that the legis- 
lation could go to the Congress quickly, and therefore, not prolonging 
my testimony needlessly, and the reason I took so much time on the 
FHA authorization was that I felt that I knew this better than others, 
and could cover it better, and in no sense was there any attempt on 
our part, and you will see in our prepared statements that we have, I 
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think, if anything, we are too voluminous in our testimony on urban 
renewal, and public housing and these things. But, certainly, I want 
to say to you that I am interested in these functions of looking after 
the housing needs of the people of America, and I thank you for 
giving me this opportunity to make this clear, if I have misled anyone, 

Senator Crark. Mr. Mason, would you mind turning to page M-51 
of the President’s budget? I call your attention to the paragraphs 
on the subject of urban renewal which run over to the top of page 52, 
Some years ago the Clay report estimated America’s total highway 
needs and laid out an interstate highway system providing for finane- 
ing over a 13-year period. Have you made any similar calculations 
for a long-range program for urban renewal ? 

Mr. Mason. This is Mr. Steiner of the Urban Renewal Adminis- 
tration. 

Mr. Sretner. Senator, there has not, to my knowledge, been any 
attempt to make this type of calculation, since the report of the Presi- 
dent’s Advisory Committee in 1953. I don’t think that we have ade- 
quate data from which to make such a projection, and even that pro- 
jection, was on a rather cursory basis. One of the proposals in the 
administration bill—for community renewal programs—would help 
us to work toward this objective. Certainly it would be very in- 
portant to outline as soon as we can the more positively and more 
quantitatively total national need in this area. 

Senator CLarK. But unlike the highway program, at this point you 
can’t tell us how many acres will need to be renewed to bring our 
urban communities up to a situation where they are free of blight! 

Mr. Mason. Not on any really dependable quantitative basis. 

Senator CrarKk. Nor do you have any estimate of the total cost? 

Mr. Mason. No, sir. 

Senator CiarK. Nor do you have any long-range plan for complet- 
ing the job. 

Mr. Srerner. Yes, sir, we are moving in this direction, and as I 
say, the proposal in the administration bill for community renewal 
programs, which I can explain at greater length now or later, would 
help us very much in obtaining the necessary data from which to de- 
velop the natural picture. 

Senator CLarK. But you don’t have it yet ? 

Mr. Sterner. No, sir. 

Senator Crark. Mr. Mason, will you look at page M-51, and at sub- 
section (a), under “Urban Renewal” there, I read this statement: 

That the administration proposals, together with administrative steps already 
taken, to allocate the available funds equitably should enable each community 
to develop a long-term communitywide plan which may then be financed in real- 
istic annual installments. 

That statement does not mean to imply, does it, that if the adminis- 
tration proposal becomes effective, that our urban communities will 
be able to move forward with programs which will eliminate blight 
faster than it is growing? 

Let me make it easier for you by asking if you don’t agree with 
practically all of the experts in this field, that today blight is spread- 
ing quicker than we are able to arrest it ? 

r. Sterner. I don’t think that is true, Senator. I think the 1956 
housing inventory made by the Bureau of the Census, develops con- 
trary information. 








HOUSING ACT OF 1959 99 


Senator Cuark. In other words, you think that we are getting safe 
and sanitary housing for low-income groups faster than existing 
housing is becoming unsafe and unsanitary ¢ 

Mr. Sretner. I think the 1956 inventory by the Bureau of the Cen- 
sus shows that the total number of substandard units has diminished 
between 1950 and 1956. 

Senator CiarK. But not significantly; is that it ? 

Mr. Srerner. I haven’t got the figure in mind, but I think it was 
in the neighborhood of 3 million. 

Senator Crark. Let’s get into that later, because my information is 
to the contrary. I don’t want to get into a detailed discussion now, 
Mr. Chairman. 

Senator SparKMAN. Mr. Steiner is due to testify later. 

Senator Ciark. I know, and I want to come back to Mr. Mason and 
I do want to be brief, I assure you I do. 

Mr. Mason, on September 9, the Urban Renewal Administration 
instituted rationing. That has been called Black Tuesday among the 
mayors’ groups. How does this rationing work? 

Mr. Mason. I think I should defer this question also to Mr. Steiner, 
if I might, who has been in charge of this program. Mr. Steiner? 

Senator Ciark. Again, I don’t want to get into details, Mr. Chair- 
man, I would just like to point out now, subject to the later examin- 
ation of Mr. Steiner, that at least in my opinion the rationing which 
was instituted on September 9 imposed a serious roadblock in our 
efforts to eliminate blight and get ahead with the urban renewal 
program. And that if the administration bill should go through, we 
would be back on rationing pretty quick. Let’s defer our disagreement 
about that until we can get into the technical details. 

Mr. Sterner. Yes, sir, Senator. 

Senator Ciark. I wonder, Mr. Mason, if you would be willing to 
answer a question as to whether the language I read you from page 
M-51 of the budget message, does not carry with it the implication 
that we will have rationing on urban renewal as a fixed governmental 
policy for the foreseeable future, if the administration bill is _—— 

Mr. Mason. This is a difficult question for me to answer, Senator 
Clark, because of my limited experience, but let me say that I believe 
that it probably would. 

Senator Bennetr. May I ask a question? Would the Senator yield ? 

Senator CiarK. I would be happy to. 

Senator Bennett. Wouldn’t that same situation probably obtain if 
we passed §. 57% In other words, are we prepared now to reach the 
point where the Federal Government is willing to provide all the 
money as soon as the mayor of any city wants it, to wipe out the 
blight as fast as anybody wants it wiped out, and if we fail to do that, 
can it be called rationing? 

Mr. Mason. Senator Bennett, the answer, of course, is “Yes.” I don’t 
think we are at the point where we have to depend on the Federal 
Government for all of our work to clear up urban blight in our cities, 
In fact, I know many cities where they are going this without Federal 
funds, and so do all members of the committee. 

Senator CrarK. Having yielded to the Senator from Utah, may 
I — out to him that during the whole course of the history of 
urban renewal, starting with the measures introduced by the late 
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Senator Taft, and managed on the floor of the Senate in part at least 
by the Senator from Illinois, we have never had rationing until Sep- 
tember 9, 1958. 

Senator Bennett. Well, you come to a definition of rationing. I 
am sure we have never reached the point where every community 
could be absolutely sure that it could have all the money it wanted 
the day it wanted it. 

Senator CLark. We have always been at the point, until September 
9, 1958, where every community which complied with the regulations 
of the HHFA, and the Urban Renewal Administration, and filed an 
application for a grant Which was in accordance with the laws and 
the regulations got the grant. Isn’t that correct, Mr. Mason? 

Mr. Mason. That is substantially correct, and as far as I know, sir, 
however, this does not preclude the possibility that as the program 
expands and covers wider areas, that other devices might not be 
desirable and available. 

Senator Ciark. I recognize the philosophical right, and I recognize 
your right and the Senator from Utah’s right to disagree radically. 
All I want to bring out are the facts. 

Mr. Mason. You are right, Senator. 

Senator Crark. Mr. Mason, if the Administration’s proposal goes 
through, would you say a greater burden is thrown back on the cities 
and to some extent on the States—not in the case of liberal Connecticut, 
but there are very few States like Connecticut, and Pennsylvania 
unfortunately is not one—isn’t it perfectly clear that in practical 
effect, there will be less urban renewal because some States and many 
cities will be forced out of the program because they can’t afford it! 

Mr. Mason. Senator Clark, of course, if money is readily available, 
people naturally will spend more than if money is not readily avail- 
able. I cannot argue on this score at all. I do say that if a city 
becomes imbued with the idea of wanting to clear up its slums, that 
its citizens will respond to this, and may well do a lot of this work on 
their own with some Federal help. 

Senator Ciark. I want to suggest to you, although I don’t expect 
you to agree, that that is wishful thinking, and that a careful analysis 
of the physical resources available to cities and States, would indicate 
that your hopes are not justified, and that in effect, all you are doing 
is to shift the tax burden from a progressive income tax system to a 
regressive property tax and sales tax system. I think in doing that, 
you are really doing a great injustice. I don’t mean you personally, 
of course. 

Mr. Mason. Senator Clark, on the basis of our present knowledge 
and understanding, and the facts that you are bringing out, you are 
correct, but I do not really preclude the American people coming up 
with new ideas along this line that may be answers that we do not now 
have. 

Senator Crark. But at the moment, the Administration has no new 
ideas, does it ? 

Mr. Mason. None of us have a new idea. 

Senator Crark. At least don’t include all of us up here, because 
some of us think we have new ideas. Maybe they are no good, but 
at least we have them. 

Briefly, on the public housing situation, Mr. Mason, you had no 
comments about the provisions of my bill on public housing in your 
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statement. I suppose that Mr. Slusser will comment on that when 
his turn comes, is that correct ? 

Mr. Mason. Yes, sir, we will ask him to, Senator. We would have 
had those comments in our statement, excepting that your bill, if I am 
not mistaken, was relatively recent, is that true ? 

Senator CLark. About the same day as the Sparkman bill. But I 

eild to seniority and to greater experience. I am sure you were wise 
in commenting on Senator Sparkman’s bill at greater length than on 
mine, in view of the practical situation which confronts us. 

Mr. Mason, I am nearly through, but I wish you would tell me how 
you think you can go ahead with urban renewal with the present 
provision that you must supply safe and sanitary relocation housing, 
if you don’t have any more public housing units ? 

Mr. Mason. The relocation program under section 221 is growing 
and expanding, and is taking care of a part of this need. 

Senator Crark. A very small part, is that not correct ? 

Mr. Mason. A part of it, a growing part, Senator, yes. 

Senator CrarK. Can you tell us how many units have to date been 
authorized under section 221 ? 

Mr. Mason. I don’t have the figure here, but I think my staff can 

et it. 
’ Senator Ciarx. But not very many and practically none for north 
of Ohio and east of Mississippi. 

Mr. Mason. We will have the figure for you in just a minute. On 
top of this, we have a large number of units, public housing units, 
that are now under construction and under contract which will be 
there when we do our relocation. What we are talking about in new 
obligations for public housing would be, as we point out earlier, 
for the future, and not for our immediate needs. ; 

Senator CLark. I am suggesting to you for such rebuttal as yo 
care to make, or Mr. Slusser would like to make later on, that the 
administration program will result in an ending of urban renewal 
because there will not be available relocation housing for those dis- 

laced, not only by urban renewal, but by the highway program, and 
y other governmental action, at prices families which have to be 
relocated can afford to pay. That in the end, the whole program 
will break down because you don’t have a relocation program which 
is effective. I would be very happy if you would ask Mr. Slusser to 
direct some attention to that point when his time comes to defend. 

Mr. Mason. I will be very happy to doso. 

Senator CLark. I have no further questions at this point. 

Senator SparKMAN. Senator Proxmire. 

Senator Proxmire. No questions. 

Senator Futpricut. Senator Byrd. 

Senator Byrp. I have no questions. 

Senator SparkMaN. Senator Williams. 

By the way, this is the first time you have met with our committee; 
in the absence of the chairman of the full committee, I want to wel- 
come you to the committee. 

Senator Wittiams. Thank you very much, Senator Sparkman. 

Senator Sparkman. All right, Mr. Mason, thank you. 

Mr. Beverley Mason, I believe, is next; is that right? 

Mr. Mason. That is correct. 
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Senator SparkMAN. Mr. Mason, suppose you come around and give 
your statement. I think we can run until about 12:15. Is 12:15 sat 
isfactory? Some have told me they have 12:30 engagements. We 
will try to run not later than 12:15, ' 

Senator Dovueias. Mr. Chairman, in a desire to be helpful to the 
administration, 1 would like to give them another personal copy of 
the President’s budget. 

Mr. Mason. Senator Douglas, may I return your copy ? 

Senator Bennerr. May I ask my colleague from Illinois who gave 
him the copy of the budget ? 

Senator Doveras. I had one marked up. I had thought they were 
available for all Members of the Senate. I may have misunderstood 
the policy of distribution followed by the administration. 

Senator SpakKMAN. Senator Robertson. 

Senator Rosertson. The junior Senator from Virginia, would like 
to indicate, so far as he is concerned, that the fact that the witness is 
a George Mason Virginian is no handicap. 

Mr. W. Bevertey Mason, Jr. Thank you, Senator. 

Senator SparkMAN. Mr. Mason, we are glad to have you with us, 
and you proceed with your statement. 

Let me get this straight, as I understand, you are appearing in be 
half of the FHA, is that correct ? 


STATEMENT OF W. BEVERLEY MASON, JR., ACTING DEPUTY COM- 
MISSIONER, FEDERAL HOUSING ADMINISTRATION 


Mr. W. Bevertey Mason, Jr. Mr. Chairman, I am W. Beverley Ma- 
son, Jr., Acting Deputy Commissioner, Federal Housing Administra- 
tion. 

Mr. Chairman and members of the committee, it is a privilege to 
appear before you today to testify concerning the provisions of pend- 
ing legislation which pertain to Federal Housing Administration 
programs. 

The Administration has proposed a number of important modifica- 
tions of existing FHA insurance programs. I shall comment on them 
with reference to section numbers in §. 612. At appropriate points, I 
shall also comment on various provisions of S. 57 and S. 195 per- 
taining to FHA programs. 

Title I extension: Section 101 of S. 612 provides an indefinite ex- 

tension of the FHA title I program for insurance of property im- 
provement loans by removing from the statute the present terminal 
date of September 30, 1959. Statutory and administrative modif- 
cations of this program since 1954, particularly the provision for 10 
yercent coinsurance participation of the lender in each loss and the 
improved standards for lender and dealer operations, assure that this 
program will operate on a financially sound basis with proper re 
sponsibility. As you know, this program of insurance for home im- 
provement loans is helpful to the maintenance and improvement of 
housing quality in the Nation’s inventory of existing housing and to 
the progress of urban renewal efforts throughout our urban areas. 

In order that builders, dealers, and lenders as well as individual 
homeowners may feel confident of the continuing availability of this 
program of insurance for property improvement loans, the practice 
of periodic extensions for this program should be discontinued and 
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the program should be given the same kind of indefinite extension 
which the National Housing Act provides for home and project mort- 
gage insurance programs under title II. This would make possible 
long-range property improvement programs. 

Removal of insurance volume limitations: The Administrator has 
already discussed the importance and desirability of removing the 
statutory limitations on FHA insurance volume as provided by sec- 
tion 102. 

Technical amendments: Section 103 makes a number of technical 
amendments to various FHA home mortgage insurance programs. 
These are described in detail in the section-by-section analysis which 
has been made available to the committee members. 

Section 203 maximum mortgage amount: Section 104 increases the 
maximum insurable mortgage amount for one- and two- family prop- 
erties under section 203 from $20,000 to $25,000. This maximum is 
only 56 percent above that established in 1934 for such properties 
despite the fact that construction costs have about trebled in the mean- 
while. The new maximum. provides for maximum ratio loans on 
properties valued up to $30,000 compared with maximum loans on 
values up to $20,000 under the 1934 statute. 

About one-fifth of the new homes in metropolitan areas are priced 
too high for the present maximum ratio FHA-insured loans. This 
recommended action would make FHA insurance of loans available 
to a slightly larger section of the home-buying public. The bulk of 
FHA operations will naturally continue in the field of low- and 
medium-priced homes, 

S. 57 also provides increases in section 203 mortgage amounts, but 
with a less satisfactory increase for one-family homes (only up to 
$22,500) and with an unnecessary increase for three-family structures 
to $30,000. We believe the proposals of S. 612 are both more simple 
and more desirable. 

The second amendment of section 203 would make the trade-in house 
program more effective by providing that a nonoccupant-owner in 
the case of section 203 existing single-family homes may receive the 
same maximum mortgage amount as an owner-occupant, with the 
requirement that the nonoccupant-owner must place in escrow 15 per- 
cent of the mortgage amount until such time as he sells the property 
to an owner-occupant. 

If prior to the 18th monthly amortization payment, the property 
has not been sold to an owner-occupant, the 15 percent held in escrow 
would be applied to a reduction in the mortgage amount. 

In the residential housing market today a substantial part of new 
home purchasers already own a home and wish to acquire larger or 
improved accommodations to meet growing family needs. Most of 
them need to use the equity in the existing home as part of the down- 
payment on a new home. 

Thus, builders and realtors are increasingly finding it necessary to 
accept trade-in houses on new house sales. The proposed amendment 
will aid the existing home owner by placing a mortgage on the old 
house suitable for an occupant mortgagor when a purchaser for the 
house has been found. 

It provides the builder up to 18 months to resell the trade-in house 
and transfer the mortgage to the new purchaser and thus eliminate 
some of one set of closing costs. In the case of lower price properties, 
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this saving can be equal to the FHA required downpayment. As 
soon as the builder resells the trade-in house to an owner-occupant, the 
15 percent held in escrow in released to him. 

Debenture payment for home-property transfer costs: Section 105 
authorizes FHA to reimburse mortgagees for expenses which they 
incur in transferring home properties to FHA (deed preparation, 
notary fees, title evidence, etc.) to the same extent that their fore 
closure expenses are reimbursed. Thus coinsurance is retained for 
these expenses in the same proportion as for foreclosure costs. This 
authority will materially assist in expediting the issuance of deben- 
tures. The dollar amount of such costs in typical home mortgage 
cases is small. 

Section 207 amendments: Section 106 makes several modifications 
of section 207. References to elderly housing are removed, consistent 
with a proposal in section 115 for a new and expanded program in 
this field. The maximum permissible interest rate is increased from 
414, to 514 percent in order that the Commissioner may set the upper 
limit on interest rates at levels which allow these rental projects 
mortgages to be financed without operation of discounts. S. 57 makes 
no provision for this necessary flexibility of interest rates. Since 
these projects are developed and financed by well-informed business- 
men, aiiining costs will be negotiated at minimum levels. By in- 
cluding the entire cost of the money in interest charges, FHA project 
analysis is simplified by avoiding consideration of discounts, sponsors 
of rental projects are relieved of uncertainty about the recoverability 
of these financing costs, and the possibility of interest saving through 
subsequent renegotiation is retained. Under conditions like those of 
recent years, the necessity for discount payments in lieu of interest 
adjustments can well be sufficient to discourage desirable rental 
developments. 

At the beginning of January, FHA field offices reported typical 
discounts on section 207 mortgages ranging from 8 to 8 points, with 
5 to 7 points as the most common discounts. On these 414 percent 
mortgages, a 6-point discount is equivalent to one-half of 1 percent in 
interest earnings. 

The final amendment in section 106 authorizes collection of a service 
charge by FHA equal to the mortgage insurance premium for those 
project mortgages under all programs which are assigned to FHA 
in exchange for debentures. Presently, project sponsors might 
voluntarily default in the hope that the mortgage will be assigned 
to FHA and thus relieve the project of the cost of mortgage insurance. 

S. 57 proposes upward adjustments in maximum mortgage amounts 
under section 207, with similar changes for management-type projects 
under section 213 and rental projects under section 220. I do not be- 
lieve these mortgage increases are desirable and urge that they not 
be made. 

The present limitations, including the permitted high cost area 
adjustment, are adequate under present cost conditions. Increases in 
the statutory limits always act as an attraction to sponsors to seek 
the higher limits, irrespective of market demands or cost considera- 
tions. 

Prevailing wage requirement: Section 107 extends the FHA rental 
program prevailing wage requirement to rental projects for profit 
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built for elderly persons or for families displaced by governmental 
action, as provided in subsequent sections of this bill. 

Cooperative housing amendments: Section 108 provides two amend- 
ments for the cooperative housing program of section 213. The first 
adjusts the statutory limitations on interest rates under section 213 
so that the management-type project mortgages would be the same 
as the proposed section 207 rate and individual home mortgages 
would have the section 203 statutory limits. 

The second amendment authorizes inclusion of commercial and 
community facilities in investor-sponsored projects in the same man- 
ner as in management-type projects, since upon completion the ob- 
jective is to convert the investor-sponsored project to a management- 
type project. ; 

. 57 liberalizes mortgage limits for cooperative housing. As in 
the case of section 207, we do not consider these liberalizations neces- 
sary to the successful functioning of the program. 

Mortgage ceilings in Alaska, Guam, and Hawaii: Section 109 clari- 
fies section 214 of the National Housing Act to remove uncertainty 
about FHA authority to extend to the new State of Alaska, and to 
Hawaii and Guam, maximum mortgage limits up to 50 percent above 
the high cost area limits for other areas. 

Repeal of section 218: Section 110 removes an authority to convert 
section 608 commitments to section 207 without additional fee pay- 
ments. Since there are no more section 608 commitments, this 
authority no longer has any meaning. 

Urban renewal amendments: In section 111 of the administration 
bill, the first two amendments of section 220 provide mortgage amount 
increases for one- and two-family properties and trade-in homes com- 
— to those established in section 104 for the section 203 program. 

n addition, residential properties with 3 to 11 units are released from 
statutory mortgage amount ceilings and left to FHA control under the 
loan-value or loan-cost ratio limitations. This latter change is a 
recognition of the variety of structures and construction qualities 
which may be encountered in urban renewal areas and plans. 

With respect to rental projects developed under section 220, several 
improvements in the operation of the program are accomplished by 
eliminating statutory reference to a 10 percent builder’s profit for 
these projects and making a compensating change in the basis for 
computing maximum insurable mortgage amounts. By limiting these 
mortgage amounts for new projects to 100 percent of replacement cost 
exclusive of builder’s and sponsor’s profit and general overhead, mort- 
gage amounts are controlled for builder-sponsored projects without 
the troublesome factor of establishing or limiting the Duilder’s charges 
for overhead and profit. 

Three desirable changes are accomplished: First, comparable mort- 
free amounts (rather than amounts differing by 4 to 6 percent) will 

computed in a specific proposal whether the sponsor be an investor 
or a builder. This change should significantly broaden interest in 
competing for urban renewal opportunities. Second, cost certification 
terminology and procedures can be beneficially simplified with respect 
to profit and overhead entries, without loss of administrative con- 
trols. And third, desirable flexibility in profit allowances on rehabili- 
tation projects will be restored to the program with the removal of the 
ngid statutory ceiling. 

85482—59-—8 
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In S. 57 a somewhat similar change is made in determining maxi- 
mum mortgage amounts, but general overhead is retained within the 
mortgage rather than excluded as it is in the administration proposal, 
Allocation of overhead to individual projects is always subject to 
argument, and we would favor its exclusion from the mortgage 
amounts. 

Two additional amendments are made by section 111 with respect 
to urban renewal projects. First, costs of landscaping and other ex- 
terior improvements would be excluded from computations determin- 
ing mortgage amount limits for dwelling purposes, but they would stil] 
be taken into account in relating aggregate mortgage to aggreate cost 
or value. This change will assure that desirable improvements of ex- 
terior appearance will not be sacrificed to the exigencies of structural 
construction cost conditions. 

Second, explicit provision is made for inclusion in section 220 proj- 
ects of commercial and community facilities which are appropriate to 
the urban renewal operation. Since several projects may make up 
a single urban renewal operation, sound planning may well dictate a 
concentration of required commercial or community facilities in one or 
more of the individual projects. Likewise, as compared with typical 
section 207 operations, the neighborhood planning and rehabilitation 
aspects of an urban renewal operation may dictate for a specific case 
commercial or community facilities of a character or amount different 
from ordinary rental housing standards. Section 111 is intended to 
clarify congressional intent in these matters. 

Relocation housing: In order to increase the ability of the section 
221 programs to augment the supply of housing available to families 
displaced by urban renewal operations or governmental action for 
other purposes, provision is made in section 112 for relocation rental 
housing to be built for profit including appropriate community and 
commercial facilities, and for other modifications of the section 221 
programs. 

First, the addition of the word “reasonable” to subsection (a) re- 
moves any implication that FHA is expected to adopt unreasonable 
or unworkable measures in relating the completion of new housing to 
the timing of displacement of families, either from urban renewal 
areas or from other housing as a consequence of governmental action. 
This clarification is important to obtaining maximum participation of 
private industry in meeting the goals of this program. 

Second, in order to make home construction more effective for relo- 
cation housing in high-cost areas, the high-cost area limitation 1s 
raised from $10,000 to $12,000 for single-family homes for sale, At 
the same time, we oppose the S. 57 increase in the basic limitation from 
$9,000 to $10,000. The $9,000 limitation is important in inducing the 
lowest possible costs in the numerous localities which do not require 
higher than $9,000 limits. The ceiling of $12,000 for high-cost areas 
provides ample latitude for intermediate ceilings in localities where 
$10,000 or $11,000 limits, for example, would be appropriate. 

Third, because of the close relations with the section 220 program 
and difficulties in effectively applying value concepts to projects de 
veloped for nonprofit operation, section 112 provides for relating 
mortgage amounts to cost, rather than value, for new rental housing 
produced under section 221. 
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Fourth, to be consistent with section 220, the minimum size of a 
rental project is set at 12 dwelling units, rather than the former 
minimum of 10 units. 

Finally, profit development of rental projects is provided for, with 
maximum mortgage amounts for new and rehabilitation projects com- 
puted on the same formulas provided for section 220 rental projects. 
Inclusion of appropriate community and commercial facilities for the 
needs of the project is authorized for section 221 rental projects. 

This new authority for profit development of section 221 rental 
projects supplements earlier authority for nonprofit projects. It 
should aid materially in the solution of a difficult aspect of major 
urban renewal undertakings, namely, adequate rental housing for all 
displaced families desiring such accommodations. As a means to 
this end, the new program may be more effective than section 207 be- 
cause of basing mortgages on replacement cost rather than value, and 
because of programing, which relates construction to a need which 
has been analyzed for price and quality requirements Both new and 
rehabilitated construction are contemplated for this program to pro- 
vide a broad range of low and moderate rentals, consistent with the 
needs of displaced families. 

Mr. Chairman, I have the figures which Senator Clark asked for, 
which might be introduced at this point, where we are talking about 
relocation housing. The total certification is 87,443 units in 201 cities. 
The table also shows applications, commitments, and starts. 

Senator CiarK. Is this section 221? 

Mr. W. Bevertey Mason, Jr. Section 221. 

Senator Ciark. Do you have the geographical breakdown ? 

Mr. W. Bevertey Mason, Jr. I have it, I don’t have it here. 

Senator CLark. What I am interested in is how many of those units 
are east of the Mississippi and north of the Ohio? 

Mr. W. Bevertey Mason, Jr. We would be very happy to do that. 

Senator Crark. That to me would be more significant. 

Senator SpaARKMAN. When you do that, Mr. Mason, I suggest you 
show it for the entire country. 

Mr. W. Brvertey Mason, Jr. Yes, sir, I will do that. 

Senator Ciark. I am in accord with that, but the success of the 
program is in certain low-cost areas; I don’t think it is of much use 
in high-cost areas. 

Senator SparKMAN. When you give it, it will be inserted at this 
point. 

Mr. W. Brevertey Mason, Jr. I might say we publish a report every 
6 months which does contain this information, and it is available. 

Senator SparkMAN. Thank you. 

Senator Ciark. Let’s get it for the record, Mr. Mason. 

Mr. W. Brevertey Mason, Jr. We will doso. 

(The information referred to follows :) 
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Mr. W. Bevertery Mason, Jr. In 8. 57, two differences from the 
Administration proposal are the inclusion of general overhead under 
the mortgage amount in profit projects and the provision of 100-per- 
cent mortgages for profit sponsors in rehabilitation projects. We are 
opposed to both of these more liberal terms for profit-seeking projects, 

Cost-certification amendments: Section 113 amends the statute on 
cost certification so as to include new types of projects provided for 
under section 221 and under the new section 230 program for housing 
for the elderly, which is discussed below, and to adjust procedures 
with respect to new construction for section 220 and section 221 proj- 
ects for profit to the new replacement cost estimates, excluding general 
overhead and profit. 

Voluntary termination of mortgage insurance: Section 114 adds 
section 229 to the National Housing Act, authorizing mortgagees and 
mortgagors to agree to terminate FHA insurance contracts under any 
mortgage insurance program without the present necessity for pre- 
payment of the insured mortgage. Under present procedures, neces- 
sary refinancing costs for title examination and for recording of 
papers add substantially to total costs to the mortgagor. 

Senator Ciark. Mr. Chairman, may I interrupt for just a second! 

Senator SparKMAN. All right, Senator Clark. 

Senator CiarK. Mr. Mason had this section 221 activity in his hand 
a minute ago, and read off that there were total needs certifications of 
87,443 units in 201 cities. He failed, however, to read for the record 
the far more significant fact that this statement itself shows that 
something less than 10,000 units have actually been started. 

Mr. W. Bevertey Mason, Jr. Just about 10,000. 

Senator CiarK. Just about 10,000, so while you have eighty-seven 
thousand-odd certifications, you have just about 10,000 started. I 
think you gentlemen will be the first to admit there is a great big 
leap from a need certification to an actual start. 

Mr. Sparkman. All right, continue, Mr. Mason. 

Mr. W. Bevertry Mason, Jr. Section 114 stipulates that FHA may 
make the same adjusted premium charges that are provided in the case 
of prepayments and that rights and privileges of mortgagors, such as 
rights to participation dividends for section 203 mortgages, are the 
same as for mortgagors in the case of prepayments. This proposal is 
consistent with a general philosophy of limiting FHA assistance to 
elements of risk which the private market cannot or will not assume. 

Rental housing for the elderly: A new section 230 is added to the 
National Housing Act by section 115, providing a separate program 
= both profit and nonprofit sponsorship of rental projects for the 
elderly. 

kathesiey for nonprofit sponsorship of such projects is transferred 
from section 207, with modifications as follows: First, establishment 
of rental ceilings is no longer required, since such ceilings are not 
relevant to nonprofit operations; second, the requirement for economic 
soundness is omitted as not being appropriate to these special purpose 
nonprofit undertakings ; third, the expression “living unit” is employed 
instead of “family unit” to describe more effectively the accommoda- 
tions to be provided; fourth, mortgage amounts per unit may be 
increased by $1,000 per room if cost levels require such increase; fifth, 
exemption from prevailing-wage requirements is provided both as an 
incentive to cost savings through voluntary contributions of labor 
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services and as a recognition of the opportunities to develop these proj- 
ects in smaller communities where realistic determinations of prevail- 
ing wage rates for such projects are difficult because of lack of com- 
parable construction activity ; and sixth, a statutory maximum interest 
rate of 514 percent is provided, as is provided elsewhere in this bill for 
project operations. 

Supplementing the program for nonprofit projects for the elderly, 
provision is made in section 230 for profit-motivated projects of similar 
character. In view of the profit objective for such projects, mortgage 
amounts are limited to 90 percent of value, instead of replacement 
cost; prevailing-wage determinations are required; and provision is 
made to enable the Commissioner to control rents and charges as in 
other rental projects. 

In S. 57 related amendments for housing for the elderly make the 
undesirable provisions that only 50 percent of the units need be 
designed for elderly persons and that 100-percent mortgages are to be 

ermitted for nonprofit sponsors. The 50 percent provision may well 
save the effect of encouraging ordinary rental construction with only 
minor adaptations to elderly needs for purposes of obtaining the more 
liberal financing terms of this program. The 100-percent mortgage is 
not necessary for nonprofit sponsors, as indicated by experience to 
date, and removes incentives for cost savings and seeking of donations 
by nonprofit sponsors in development of these projects. 

In addition, S. 57 provides for nursing home mortgage insurance. 
The Administration is currently studying a similar proposal. The 
Administration’s position on this matter will be made known as soon 
as this study is completed. 

Legal notice under section 512: Section 116 provides that a proper 
mail notification to the last known address of a person or firm will be 
effective as legal notice that FHA is considering action to list that. 
person or firm as having knowingly violated the National Housing Act 
or related laws or regulations. This change is necessary for some 
jurisdictions where making final determinations is precluded by inabil- 
ity to reach violators whose new address is unknown. 

Extension of armed services housing program: Section 117 provides 

al-year extension of section 803 of the National Housing Act, from 
June 30, 1959, to June 30, 1960. This section authorizes FHA insur- 
ance of mortgages on rental housing projects built at military installa- 
tions on the basis of certifications of need by the Department of 
Defense and project plans developed by the military installation. 
This section increases maximum permissible interest rates under 
title VIIT in line with the changes proposed for other multifamily 
programs. It also authorizes the Commissioner to reduce insurance 
premiums with respect to Wherry projects acquired by the Defense 
Department. This latter provision parallels authority for such 
reductions already provided for Capehart-Rains projects. 
_In S. 57 there is a provision for section 203(i) mortgages to be 
Inreased from an $8,000 maximum to $9,000 maximum. We do not 
favor this increase since its only effect is to dilute FHA standards on 
location and construction for homes which, in many areas, are in the 
broad middle range of home prices. Such relaxing of standards 
should be strictly limited to lowest cost homes. 

Comments on S. 195: S. 195 authorizes FHA to acquire defaulted 

ome mortgages if that action will avoid foreclosure and to approve 
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extensions of periods of default under certain conditions, assuming 
the burden of interest loss from the date of such approval if fore- 
closure later is necessary. 

We do not favor the adoption of these proposals. First, FHA 
now has ample authority to extend periods of default prior to fore- 
closure if mortgagees consider the chances good that the mortgagor 
can resume repayment of the mortgage. It is desirable, however, that 
mortgagees have the incentive of prospective interest losses both to 
assure vigorous servicing of defaulted insured loans and to assure the 
exercise of judgment on their part in appraising the likelihood of 
curing the default. 

Second, without material additional benefit to mortgagors, both 
proposals increase the benefits to mortgagees at the expense of FHA 
insurance funds. Interest losses under both procedures proposed 
to be assumed by FHA through debentures are presently risks by 
mortgagees as part of the certificate of claim amount. In the case 
of mortgages assigned to FHA, the Agency assumes from the mort- 
gagee both the burdens of servicing and the part of prospective 
expenses of foreclosure which would otherwise be covered by the 
certificate of claim. 

The FHA program properly puts reliance on the local lender for 
servicing defaulted mortgages. He is both acquainted with all as- 
pects of the transaction and properly located and staffed to serve 
the borrower’s needs best under emergency conditions. 

That concludes the statement, sir. 

Senator SparkMAN. Thank you, Mr. Mason. 

The committee now will stand in recess until 2 o’clock this after- 


noon. Mr. Mason will be back at that time, with the other represent- 
atives of the Agency, and we will proceed with complete coverage at 
2 o’clock. , 

Mr. Mason. Thank you, Mr. Chairman. 

(Whereupon, at 12:25 p.m. the committee recessed, to reconvene 
at 2 p.m. the same day.) 


AFTERNOON SESSION 


Senator Sparkman. Let the committee come to order. 

Senator Clark, did you want to get what you wanted in the rec- 
ord while Mr. Beverley Mason is still before us? 

Senator Ciarx. If it is convenient for you; whatever you say. I 
am going to have some questions for Mr. Mason later on. 

Senator Sparkman. My own feeling was that we probably would 
make better progress to proceed and let the heads of the various con- 
stituent agencies testify and let them all be at the table as a panel 
for the presentation of questions. 

Senator Ciark. That is all right with me. 

Senator Sparkman. Next in order is Mr. Baughman, president of 
the Federal National Mortgage Association. 

Senator SparkMAN. Before we start let me suggest to all of those 
at the witness table and all of the Senators that when you speak use 
the microphones. The people in the back of the room have difficulty 
hearing if you do not do that. I will try to remember to do it, like- 
wise. 

All right, Mr. Baughman, we are glad to have you, sir. 
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STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baueuman. Mr. Chairman and members of the committee, I 
am J. Stanley Baughman, president of the Federal National Mort- 
gage Association. I appreciate this opportunity to discuss the legisla- 
tive proposals affecting FNMA that are included in S. 57 and in 
8. 612. 

First, as a brief background, let me state that FNMA is a mixed- 
ownership corporation with its common stock owned by private share- 
holders and its preferred stock owned by the Treasury. The associ- 
ation is engaged in the business of purchasing, managing, and selling 
FHA and VA residential-type mortgages. The association has three 
portfolios of mortgages. The three portfolios result from three sepa- 
rate and different operations, namely (1) a business-type activity 
financed almost wholly by private money, which in time is to become 
privately owned, called the secondary market operations; (2) the 
special assistance functions which are operated exclusively with 
Treasury money to accomplish various broad national housing poli- 
cies or objectives; and (3) the management and liquidating functions, 
which provide for managing and liquidating the portfolio of mort- 
gages resulting from the association operations prior to November 
1, 1954. 

In S. 57 there are three proposals affecting FNMA, in sections 
§02(d) and 701. In S. 612, title II which comprises four sections re- 
lates to FNMA. 

It is the purpose in common of both section 701(a) of S. 57 and 
section 201 of S. 612 to increase the maximum amount of a mortgage 
that ean be purchased under the secondary market operations from 
$15,000 for each family residence or dwelling unit to $20,000. The 
purpose of the association’s secondary market operations, as stated 
in the corporate charter, is to supplement, the general secondary mort- 
gageanarket by providing a degree of liquidity for mortgage invest- 
fopavtst 7 
~The $15,000 ceiling now effects a denial of FNMA’s services with 
respect to a substantial volume of mortgages which should properly, 
we think, be within the scope of our responsibilities. The problem is 
particularly acute in the case of mortgages on properties located in 
the larger cities and in other high-cost areas where prices are con- 
siderably higher than for the Nation as a whole, and also, generally, in 
the many instances of mortgages covering homes for larger families. 
We recommend approval of this proposal which, as I stated before, is 
contained in both bills. 

As the committee knows, the former mandatory par-purchase-price 
provision, under the special assistance functions, expired by its terms 
m August 1958. However, FNMA continues to be restricted as to 
fees and charges, that is (a) they may not exceed an aggregate of 114 
percent of the mortgage amount; and (6) any initial fee for a com- 
mitment contract may not exceed one-half of the aggregate. S. 57, 
section 701(b), would reinstate for a period of more than a year, 
through August 7, 1960, the former mandatory par-purchase-price 
Provision, on the one hand; on the other hand, it would provide no 
relief from the existing inflexible limitations on fees and charges. 
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In lieu of the foregoing, we urge the adoption of section 202 of 
S. 612. By contrast, it would give to FNMA appropriate discretion 
to determine special-assistance purchase prices, and also fees and 
charges, as was initially provided in the present FNMA Charter Act. 
It is our belief that the Federal Government acting through FNMA, 
under its special-assistance functions, should always encourage and, 
when necessary, should supplement private investment in the mort- 
gages with respect to which FNMA special assistance is available; it 
should never discourage or supplant private investment in such mort- 
gages. Inflexible statutory controls on prices, and also on fees and 
charges, have in the past made it difficult, and at times impossible, 
for private investors to compete with Government-financed purchases 
of even the more desirable of such mortgages. 

One of our practical difficulties is that, because of the inflexible 
provisions relating to fees and charges, the maximum commitment 
fee cannot exceed three-fourths of 1 percent. The usual rate for com- 
parable commitments issued by private institutions is 1 percent. With 
respect to the Government’s funds the commitment fee should be no 
less. 

The great preponderance of mortgage money in this country has 
always come from private sources. It is imperative that there be a 
constant awareness that in the long run substantially more financing 
will be available even for the special-assistance types of mortgages, if 
private investment in them is encouraged rather than discouraged. 
For example, financing aggregating billions of dollars will be required 
in the course of attaining even the current objectives of urban renewal 
undertakings. 

We feel certain that this committee and the Congress realize and 
intend that these undertakings should be financed in the main by the 
funds of private investors; and are aware that the Federal Treasury 
should not be required to carry the full burden. Assuredly, in the 
ease of urban renewal mortgages, as an example, FNMA should be 
authorized without delay to endeavor to do its part toward the creation 
of an investment environment attractive to private funds, by exer. # 
prudent management discretion with respect to purchase prices, ‘fees, 
and charges, under the special-assistance functions. We hope the 
committee will give careful and favorable consideration to section 
202 of S. 612. 

Section 602(d) of S. 57 would make the special-assistance funds now 
available for section 809 mortgages also available for mortgages 
insured under a proposed section 810 program to provide housing for 
military and civilian personnel employed in connection with an instal- 
lation of one of the armed services of the United States. 

We oppose this amendment. If the proposed section 810 housing 
program were to be adopted, it is our opinion that the existing section 
809 housing program, which encourages the provision of sales-type 
housing for essential civilian employees at the vitally important 
research and development installations of the military departments, 
should nevertheless carry sufficient priority to preclude the diversion 
of the already designated special-assistance funds to such an addi- 
tional new purpose. 

We endorse the proposal contained in S. 612 which would permit 
some increased latitude in the investment of FNMA corporate fun 
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that, from time to time, may be in excess of the immediate operating 
needs. For example, any excess funds arising from the sales of 
mortgages should gainfully employed—in such a manner as to 
offset, to the extent practicable, the interest cost to FNMA of borrowed 
operating funds. It is to be remembered that FNMA operates almost 
exclusively on borrowed funds for which it must pay interest. 

The immediate purpose of the ae go is to qualify for temporary 
investment by FNMA the so-called Federal agency obligations, of 
which Federal intermediate credit bank debentures and Federal home 
loan bank notes are typical. They carry very high investment ratings, 
second only to U.S. Government obligations. Although they carry a 
high degree of marketability, FNMA would generally acquire only 
obligations having an early maturity conforming with the time when 
the funds will be needed for mortgage purchasing. These types of 
obligations usually afford a higher return than Government securities 
of comparable term, and would more nearly achieve the objective of 
ofisetting F.NMA’s interest costs. 

The final proposal appears in S. 612, section 204. It would author- 
iz the Association, under its management and liquidating functions, 
if the need arises, to acquire any mortgages from the Housing and 
and Home Finance Agency or its constituents. Instances may arise 
in which it will be more practical to transfer the mortgages to 
FNMA, which has nationwide mortgage servicing facilities already 
established, than to attempt to maintain unnecessary duplicate facil- 
ities. Provision is also made for the transfer of incidental authoriza- 
tions, limitations, and funds of the transferor agency. 

While the amendment is for the long-range broad purpose I have 
mentioned, its immediate objective is to make it possible for the 
Public Housing Administration to be relieved of, and for FNMA 
to assume, the ownership, servicing, and sale of certain mortgages 
acquired or to be acquired by PHA in connection with the liquida- 
tion of various Government housing programs. The bulk of such 
mortgages resulted from the sale of Lanham Act projects that were 
constructed to provide housing for persons engaged in World War 
II national defense activities. 

I believe the committee and the Congress will be in agreement 
with us that this proposal is in the interest of the efficient management 
and liquidating of the mortgages, and should be approved. 

What I have said concludes my comments on the pending legislative 
_ proposals. I should explain, however, that we are not recommending 

any additional expansion of the special-assistance functions authority 
at the present time. There is now a $950 million revolving authority 
usable at the discretion of the President of the United States. Of 
the funds already allocated by the President, some $206 million was 
not obligated at December 31, 1958. An additional amount of $432 
million was available for allocation by the President. Consequently, 
approximately $638 million of the authorized $950 million is at the 
present time either available in fact or by allocation. 

I should like to close my testimony by commenting briefly on the 
tccomplishments of the secondary market operations. In the last 
2years the flexibility and effectiveness of the secondary market opera- 
tions in meeting the pressing financial requirements of the housing 
industry have been generously demonstrated. FNMA has been con- 
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tinuously in the market for FHA and VA mortgages. When the 
market eased and the need for liquidity of mortgage investments 
lessened, mortgages were purchased by private investors from the 
portfolio of the secondary market operations. FNMA issues a type 
of commitment that is the supporting basis for local mortgage lenders 
to make construction loans; such a procedure materially facilitates 
advance planning of home construction. We have also provided a 
means by which mortgagees can raise cash on their mortgages and at 
the same time retain potential control over the mortgages for a period 
of time. Thus, if a mortgagee wishes in effect to borrow funds on 
the security of mortgages, it may sell the mortgages to FNMA and 
request an “option contract.” The option contract gives the mort- 
gagee the contractual right to repurchase the mortgages at any time 
during the following 9 months at the same price. 

At December 31, 1958, FNMA’s purchases of mortgages under the 
secondary market operations amounted cumulatively to $1,941 mil- 
lion. During calendar year 1957 alone, when the money market was 
extremely tight, the purchases slightly exceeded $1 billion. Since the 
inception of the authority to make commitments in August 1956, we 
have entered into contracts aggregating $243.7 million. The cumula- 
tive amount of sales of mortgages at the end of calendar year 1958 
was $473.5 million. 

FNMA’s present financial position under its secondary market op- 
erations is favorable. The capital, surplus, and borrowing author- 
ity—the borrowing authority is 10 times the sum of the capital and 
surplus—provide a total purchasing potential of about $2.86 billion. 
Of this total, approximately $1.4 billion, or about half, is not em- 
ployed at this time and may be considered available for mortgage 
purchases and commitments. This amount, taking also into consid- 
eration additional amounts that will be provided by further common 
stock subscriptions, by additions to surplus, and by the resultant ten- 
fold borrowing leverage, together with the proceeds of portfolio 
liquidation, should be adequate to meet expected needs for the fore- 
seeable future, in our opinion. 

It is worthy of special note that FNMA’s secondary market op- 
erations are a means by which private investment funds not hereto- 
fore available for mortgages are being made available for that pur- 
pose, an aspect of these operations that is often not realized. Among 
the funds referred to are those of personal trusts, retirement: and pen- 
sion trusts, insurance companies, and the like. Investments by such 
entities in the debenture obligations of the FNMA secondary market 
operations, which finance the bulk of our purchases, constitute in ef- 
fect investments in mortgages. By this means the managements of 
these private funds may invest in mortgages, and at the same time 
avoid the considerable operating and management burdens of mort- 
gage ownership. 

We believe that FNMA, acting within essential limitations, has 
been rendering the greatest possible assistance in the problems of 
home financing. In our opinion the experience we have gained fully 
justifies the conclusion that the underlying principles incorpora 
by the Congress in the FNMA Charter Act: were soundly conceived. 

Mr. Chairman, I have concluded mv prepared statement. I shall 
be olad to answer any questions about FNMA. 
Senator Sparkman. Thank you, Mr. Baughman. 
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li there are no questions at this point we will pass on to the next 
witness. 

Senator Busy. Mr. Chairman, I had one or two questions. Do you 
want to recall him for questioning ? 

Senator SparKMAN. Yes, after they finish their statements we will 
have the whole panel around the table for questions. 

Urban renewal is next. There are three more. Mr. Steiner, will 
you come around ¢ 
" Mr. Sterner. Mr. Chairman, my statement is in three parts. There 
isa summary in the beginning, a statement on S. 612 and a statement 
on some of the other bills. 

Senator Sparkman. All right, Mr. Steiner. We are glad to have 
you with us. 
' Mr. Srerver. Thank you, sir. 


STATEMENT OF RICHARD L. STEINER, COMMISSIONER, URBAN 
RENEWAL ADMINISTRATION 


Mr. Srerner. Mr. Chairman and members of the committee, I ap- 
preciate the opportunity to present the views of the Housing Agency 
with regard to the urban renewal legislation being considered by your 
committee today. 

As Mr. Mason has indicated, we are urging the immediate passage 
of S. 65, which would provide $100 million in new capital grant au- 
thority for the continuation of the urban renewal program during 
the current fiscal year. We do not believe that the initiation of new 
projects should be further delayed, while the complex provisions of 
an omnibus housing measure are developed by the Congress. 

For the year beginning on July 1 and future years, we are recom- 
mending a 6-year program of new capital grant authority, with $250 
million being cant available in each of the first 3 years, and $200 
million in each of the following 3 years. This would be coupled with 
agradual increase in the local share of net project costs from one-third 
to one-half. 

_The proposals are contained in the bill supported by the administra- 
tion, S. 612. They would provide for a total of $1.35 billion in new 
capital grant authority, a give participating communities the assur- 
ance that the program will continue to operate at a generally con- 
sistent level over the next 6 years, with the States and localities assum- 
ing a more equitable share of responsibility for financing urban re- 


. hewal operations. 


_We believe that these proposals would provide for the best utiliza- 
tion of the Federal funds that can be made available for this program, 
and that a larger amount of new capital grant authorization with a 
continuation of the present Federal local sharing ratio would place 
an excessive burden on the Government, in view of the other demands 
onthe Federal budget anticipated in the years to come. 

We are proposing that Federal grants be made available to assist 
localities in the preparation of long-range renewal programs, which 
would relate a community’s total problem of blight and deterioration 
to the resources available to eliminate those conditions. This would 
permit the locality to schedule its renewal efforts over a term of years, 
making best use of annual increments in local and Federal resources 
for the program. 
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In the third place, we are proposing that localities undertake q 
portion of the iitial responsibility for financing the planning of 
urban renewal projects, through the substitution ‘of a shared grant 

system for the present Federal planning advances. This should re. 
sult in a more careful selection of projects by localities, in a greater 
incentive for the elimination of waste, inefficiency and delay, and in 
a reduction of Federal supervision and procedures. 

We recognize the increasing need for Federal assistance in the re- 
newal of obsolete and deteriorated areas where housing problems are 
not involved. To meet this need, we are proposing that urban re- 
newal projects without capital grants be authorized. All of the other 
usual forms of title I assistance would be available, and the agency 
would contract to make a refunding loan where necessary to. help 
a locality amortize the net cost of such a project. In this way, the 
capital grant authorization would be conserved for projects that are 
designed to achieve housing objectives. 

We are proposing a new method of controlling the aggregate out- 
standing amount of loan contract obligations, which will obviate the 
necessity of increasing the statutory “limit on the Administrator's 
authority to borrow from the Treasury. Under this proposal, loan 
commitments would be limited to the aggregate of estimated project 
expenditures for the projects underway at any given time. Asa 
result of the local agencies’ success in obtaining working capital in 
the private money market through pledging their Federal loan con- 
tracts, actual disbursements to them and borrowings from the Treas- 
ury are only a fraction of the aggregate of outstanding commitments. 
The present statutory limit on the Administrator’s authority to bor- 
row from the Treasury should, under this proposal, be adequate for 
the foreseeable future. 

We are proposing that an additional $10 million be authorized for 
urban planning assistance grants under section 701 of the Housing 
Act of 1954. This program is meeting a real and growing need, and 
additional funds will be necessary for its continuation. However, 
on the basis of our experience to date, we are opposed to various other 
amendments that have been submitted, such as amendments which 
would undermine the progress that has been made by the various State 
planning agencies in response to this program. 

Finally, "S. 612 proposes a number of amendments that are de 
signed to improve the operation of the urban renewal program, by 
simplifying the urban renewal plan requirements, eliminating the 
State limitation on loan funds, clarifving the ability of Federal 
agencies to acquire project land, providing an incentive for the use 
of local funds for project w orking capital, and facilitating the sale 
of long-term local public agency “ obligations in the private money 
market. 

At the same time, we are strongly opposed to some of the amend- 
ments contained in other bills, such as the proposals for early acquist- 
tion of project land before the approval of urban renewal, relocation, 
and financing plans; for providing noncash grant-in-aid credit for 
local public works prior to establishing any relationship to the attain- 
ment of urban renewal project objectives; for extending increased 
relocation payments to large new groups of families and businesses, 
and for making reservations of capital grant authority without main- 
taining an annual control on the volume of new projects. 
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I. THE BILL SUPPORTED BY THE ADMINISTRATION 


The Administration supports the provisions contained in S. 612, 
which contains a number of proposals made during the last session of 
Congress. However, several of these proposals have been revised in 
various ways, and the bill also contains several proposals that have 
not prev iously been submitted to the Congress. For these reasons, and 
in the interest of clarity, I will discuss each of the more important 
urban renewal provisions in the bill. 


Section 304 and 305, A 6-year program of new capital grant authority 
and reduc tion of the Federal share of project costs 


These two proposals, which were contained in substantially the 
sume form in the administration bill last year, are closely interwoven. 
Section 305 would establish a 6-year extension of the urban renewal 
program, with $1.35 billion in new capital grant authority becoming 
available in accordance with the following schedule : $250 million in 
each of the fiscal years 1960, 1961, and 1962, and $200 million in each 
of the fisct] years 1963, 1964, : and 1965. The total of these new author- 
izations would be equal to the total amount of capital grant authority 
that has been provided in the first 10 years of the program. 

Section 304 would provide for a reduction in the Federal share of 
net project costs from two-thirds to one-half, going into effect gradu- 
ally over a 3-year period. There would be no change in the present 
two-thirds formula during the first year (fiscal year 1960). There- 
after, the Federal share would be decre: ased in annual steps: To 60 
percent in fiscal 1961, to 55 percent in fiscal 1962, and to 50 percent 


in fiscal 1963 and succeeding years, 

The gradual change in the sharing formula would permit localities 
tomake the necessar y adjustments in their financing programs, and 
the bill would provide for at least $2 50 million a year in new capital 
grant authority until the transition is complete. Then the level of 


new grant authority would drop to $200 million a year for 3 additional 
years. When both Federal and local contributions are taken into 
acount, this would provide for a generally consistent program level 
for the next 6 years. It would also implement the administration’s 

general fiscal policy of providing for greater participation by States 
and localities in financing programs that have local as well as national 
benefits. "The proposed program level, which has been determined in 
the light of all other demands on the Federal budget, will probably 


hot be sufficient to satisfy the aggregate of all the requests that locali- 


ties might desire to submit. In order to distribute the available funds 
ws equitably as possible during the current year, and to permit com- 
munities to proceed with their programs without unreasonable delays 
rsulting from a waiting list situation, the agency has placed a limi- 
tition on the amount of new capital grant authority that may be 
wserved for any one city, rather than dealing with local applic ations 
ma first-come, first-served basis as in the past. This practice, to- 
ther with a forward authorization of new capital grant funds for 
‘years, should help localities plan ahead and obtain the most effi- 
vent utilization of each tax dollar expended on this program. It 
thould be pointed out that the proposed change in the Federal cost- 
uring formula would have no effect on projects for which planning 
may have been initiated before July 1, 1960, nor on the option of 
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localities to adopt the alternative capital grant formula, under which 
a locality may obtain a higher Federal grant by paying most of the 
planning, administrative, and legal costs connected with a project, 
The alternative formula now provides for a 75 percent Federal grant, 
Under the proposed bill, this could be gradually decreased so as to 
maintain a generally consistent relationship to the normal sharing 
formula that is in effect at any given time. 

The bill provides for local contributions which are in excess of the 
required percentage in any one project to be pooled with the local con- 
tributions required for other projects, regardless of the cost-sharing 
formula that is in effect in each case. This is important because the 
declining Federal share would result in projects which are initiated in 
different years being undertaken on the basis of different cost-sharing 
formulas. It is also important to eliminate an inequity in the existing 
law, which prohibits the pooling of local contributions between proj- 
ects undertaken under the normal formula and projects undertaken 
under the alternative formula. 

Section 305 also contains an amendment relative to capital grant 
funds, which would permit the Administrator to apply appropriations 
of such funds to repay the Secretary of the Treasury for notes issued 
to finance urban renewal planning advances, in cases where the projects 
for which such advances were made have been terminated, and the 
advances have thereby become uncollectible. The amount of capital 
grant authority that would be utilized in this fashion would amount to 
slightly more than $2 million at the present time. By repaying the 
outstanding Treasury notes, the Administrator would avoid the pay- 
ment of continuing interest charges on uncollectible funds. 


Section 303. Urban renewal loan authorization 


Section 303 of the bill is designed to eliminate an unnecessary and 
impractical limitation on the loan contracts that may be entered into 
by the Agency for the purpose of providing financing for urban re- 
newal projects. If this limitation is not removed, the program will 
be seriously hampered, if not stopped, within a few months. 

As you know, Federal assistance for local urban renewal projects 
includes both temporary and long-term financing. The temporary 
financing consists of advances to local public agencies for surveying 
and planning project areas, and temporary loans to provide working 
capital for the expenses involved in executing projects. The long- 
term financing consists of definitive loans to refund portions of tempo- 
rary loans where land is disposed of by long-term lease rather than by 
sale. By far the largest category is the temporary loan, which nor- 
mally is made in an amount sufficient to cover the necessary costs of 
carrying out a project, in addition to local cash grants-in-aid. 

In actual practice, the temporary loan—or the definitive loan if 
one exists—takes the form of a contractual commitment to lend Fed- 
eral funds. The local public agency may pledge this commitment as 
security for borrowing the necessary funds in the private market, and 
in most cases, that is what actually happens. As a result, although 
the Federal Government has made a commitment for the full amount 
of anticipated project expenditures in excess of the local cash grants- 
in-aid, the actual disbursement of Federal loan funds amounts to only 


a small fraction of this total. The effect is that of a Federal guar- 
antee system. 
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A difficulty has now arisen with respect to the making of loan com- 
mitments under the present law. In order to meet his obligations 
wder the commitment system, the Administrator is authorized to 
have up to $1 billion in borrowings from the Treasury outstanding at 
any given time. The agency has felt compelled to consider this bor- 
rowing limitation of $1 billion as being applicable also to the amount 
of loan commitments that the Administrator may have outstanding. 
This has worked without difficulty in the early years of the program, 
but today a majority of urban renewal projects are entering the execu- 
tion stage—when temporary loan commitments are made—and the 
total of outstanding commitments will reach the $1 billion limit by the 
end of the current fiscal year. This means it will be impossible to 
enter into the commitments needed to execute additional projects with- 
out either an increase in the Administrator’s authority to borrow from 
the Treasury, or a change in the manner in which loan commitments 
are limited. 

Since the Administrator will not normally need to borrow from 
the Treasury and disburse more than a small percentage of the total 
amount of the loan commitments, we do not feel that an increase in 
the statutory borrowing authority is warranted. Instead, we are 
proposing legislation which would define the limitation on loan com- 
mitments as the aggregate of estimated. project expenditures for all 
projects being assisted at any given time, recognizing that the primary 
factor controlling the number and size of urban renewal projects is 
the statutory capital grant authorization. Under our proposal, the 
Administrator would be required to estimate the amount of funds that 
he will need to borrow from the Treasury from time to time, for 
the purpose of making disbursements for planning advances and 
for the relatively small portion of project expenditures for which it 
isnot feasible to obtain private funds through federally guaranteed 
borrowings. These estimates would constitute the obligation against 
the Administrator's borrowing authority of $1 billion. 

These changes would permit the Administrator to enter into further 

contracts for the execution of additional projects after the end of 
the current fiscal year. The proposed language would require that 
project financing be done through non-Federal sources to the greatest 
extent practicable. Although it appears unlikely that in the fore-- 
seable future such contracts will require obligations against the 
Treasury borrowing authority in aggregate amounts exceeding $1 
billion, the President would be authorized to permit borrowings by 
- the Administrator in excess of $1 billion, if that should ever become 
hecessary in order to carry out the provisions of the loan commitment 
contracts then in force. 
_ It should be emphasized that this amendment would make no change 
inthe method by which urban renewal capital grants are authorized 
by the Congress. It is through the authorization of capital grants 
that Congress actually controls the size and extent of the urban 
thewal program and its ultimate cost to the Federal Government. 
Section 306. Grants for community renewal programs 

This section contains a proposal that we made last year, which 
vould provide for Federal grants to assist localities in the preparation 
of long-range community renewal programs. Such programs would 


identify and measure all the slums and blighted areas in a community, 
85482599 
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evaluate the financial and other resources needed to improve such 
areas, and schedule the types of renewal activity—both with and with. 
out Federal assistance—that should be undertaken. In the coming 
fiscal year, the Federal grant would pay up to two-thirds of the cost 
of preparing such programs. In succeeding years, the Federal share 
of the cost would decline in the same manner as provided for Federal 
capital grants in section 304. 

The preparation of a community renewal program would involve a 
determination of the feasibility of undertaking urban renewal proj- 
ects in any or all of the blighted areas of a locality. This would 
eliminate any need for the Federal assistance that is given under 
present law for making such feasibility surveys in one area at a 
time, and the provision of such assistance would therefore be repealed 
on the effective date of the new act. Similarly, the preparation of a 
community renewal program would eliminate the need for general 
neighborhood renewal plans, which involve Federal assistance for the 
planning of areas that are so large they must be renewed in stages. 
However, some localities will need to make adjustments in their local 
practices in order to shift from the use of advances for general neigh- 
borhood renewal plans to the use of grants for community renewal 
programs. Accordingly, the proposed language provides that 
Federal advances for general neighborhood renewal plans would not 
be eliminated until June 30, 1960. 

Subsection 306(b) would provide an additional advantage for com- 
munities that undertake long-range renewal programing. A locality 
that has an approved community renewal program would then have 
an opportunity to schedule the specific public improvements and facili- 
ties which are contemplated as noncash grants-in-aid to help meet the 
locality’s share of the cost of urban renewal projects that are to be 
undertaken in future years. The proposed language would provide 
that such an improvement or facility would be eligible for considera- 
tion as a noncash local grant-in-aid, so long as construction was started 
no more than 5 years before the authorization of a grant contract for 
the specific project or projects that would be benefited by the improve- 
ment or facility. 


Section 307. Grants in place of advances for surveys and planning 


Another important provision of S. 612, contained in section 307, 
would provide for planning advances, which are now made to locali- 
ties for detailed surveys and planning work prior to the execution of 
a project, to. be replaced by direct Federal grants for this purpose. 
This change would not be effective until July 1, 1960, thus giving the 
localities time in which to make any necessary adjustments in their 
local budgets or administrative practices and permit the shift to take 
place without retarding the progress of local programs. The amount 
of the Federal grant would be determined by the cost-sharing formula 
proposed for capital grants in section 304. 

Under the present law, the Government usually advances all of the 
funds needed for surveys and planning, but the cost of this work is 
ultimately reflected in the net cost of the project, which is shared by 
the locality and the Federal Government. The proposed language, 
therefore, would affect only the timing of the local contribution; the 
locality and the Federal Government would share the planning costs 
from the beginning, instead of in later stages of the project. The ulti- 
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mate cost to the locality would be no greater than if the advance 
mechanism were retained. In addition, the provision of local con- 
tributions at the beginning of a project undertaking would give the 
locality a greater responsibility for the elimination of waste, inefli- 
ciency, and delay. This should result in less need for Federal super- 
vision of project-planning expenditures and enable the Urban Renewal 
Administration to simplify procedures and reduce paperwork. 

Under existing law, whereby the Federal Government advances all 
of the money for project planning, it also assumes the entire loss when 
the planning work does not succeed in bringing a project to the execu- 
tionstage. Since the passage of the Housing Act of 1949, the advances 
lost in this fashion, including interest, amount to more than $2 mil- 
lion. Another undesirable result has been the immobilization of large 
amounts of capital-grant authority for long periods of time, in the 
form of reservations for projects that were eventually terminated. 
These reservations would otherwise have been made available for 
projects that were reasonably certain of going ahead into execution. 
The proposed system would give greater assurance that there is local 
support for a project, and local readiness to carry the project out, 
before a capital-grant reservation is made. 

The adoption of this section of the bill would not affect a locality’s 
option to use the alternative grant formula, under which it can obtain 
a larger capital grant by undertaking to pay not only the planning 
costs but also most of the cost of administering a project in the execu- 
tion stage. 

Section 311. Loans (without capital grants) for nonresidential 
projects 

Another important provision, in section 311 of the administration 
bill, would provide for temporary loans, but not capital grants, for 
carrying out urban renewal projects in areas that do not contain a 
substantial amount of blighted housing, and are not suitable for re- 
development as new housing sites. This proposal is designed to meet 
the need for title I assistance in the renewal of areas in and around 
the central business districts, where blight threatens the vitality of the 
cities’ taxable bases, and in other commercial and industrial areas 
that have become outmoded and dilapidated. 

Projects in such areas could receive the usual assistance for surveys 
and planning, and temporary loans would provide the working capital 
needed to carry out project execution activities in the usual manner. 
At the end of the execution phase, when the receipts from the dis- 
position of cleared land have been applied against the temporary loan, 
the bill provides for a new type of loan, for up to 10 years, to refund 
any portion of the temporary loan that remains outstanding. In other 
words, this loan would cover the full amount of the net project cost. 
The amount of refunding loan contracts outstanding at any one time 
would be limited to $150 million. 

In practice, the refunding loan would be administered in a manner 
similar to the procedure for a temporary or definitive loan: the Federal 
Government would issue a commitment to the locality, and the locality 
may use the commitment to obtain financing from private sources. In 
most cases, it is expected that private financing would be obtained, 
and the Federal commitment to make a loan would act as a guaranty, 
eliminating any need for the disbursement of Federal funds. 
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In addition to this proposal of loans for nonresidential projects 
in S$. 612, the existing law permits 10 percent of the title I capital grant 
authority to be used for projects which are not predominantly related 


to housing, but which will bring about the elimination of a substantial” 


amount of residential blight. It has been administratively determined 
that a “substantial” amount of housing means at least 20 percent of 
a project area. 

There has been a growing pressure to distort this provision, and 
provide capital grants for projects designed for the redevelopment of 
commercial and industrial areas where little or no housing significance 
is involved. This is a problem that the 10-percent exception was not 
designed to meet. If the provisions of the existing law were relaxed 
to permit the use of large capital grants for purely nonresidential 
projects, a large increase in title I capital grant authority would 
eventually be required, to prevent a comparable decrease in the number 
of projects with a housing orientation. Consequently, the 10-percent 
exception provided in section 110(c) of the existing law should remain 
unchanged. 

We recognize that there is an increasingly serious need for the re- 
newal of obsolete and deteriorated areas which have no direct rela- 
tionship to housing problems. We feel that Federal loans are jus- 
tified, to provide the working capital with which to execute urban- 
renewal projects in such areas. The provision of working capital 
may be sufficient for the renewal of some commercial and industrial 
areas, where proceeds from the sale of cleared land are sufficient to 
meet the cost of a project. Where this is not the case, the refunding 
loan would help the locality to amortize the remaining project costs 
over a period of up to 10 years. While existing experience is not 
extensive, local studies of nonresidential areas in several cities indi- 
cate that if this type of urban-renewal project were carried out in 
those areas, the increase in tax revenues alone would be sufficient to 
amortize a refunding loan in less than 10 years. For these reasons, 
we feel that the proposed system of loans will help to meet the prob- 
lem presented by blighted nonresidential areas, and that capital grant 
funds should be conserved for projects having a substantial relation- 
ship to housing problems. 


Amendments to improve the operation of the urban renewal process 

In addition to the proposals that I have discussed, S. 612 contains 
other proposals that are designed to expedite the program, to elim- 
inate specific obstacles that have loess in the process of ad- 
ministering the provisions of title I, or otherwise to improve urban- 
renewal operations. 

Section 310 of the bill would make it possible to simplify the plan- 
ning details and documentation that must now be included in an 
urban-renewal plan before the execution of a loan and grant contract. 
This should reduce the amount of time required in the survey and 
panning. stage, and in obtaining approval of the urban-renewal plan 

y the local governing body and the Housing Agency. It would also 
expedite the execution of projects, by reducing the necessity for amend- 
ments to the plan. 

Section 309 would eliminate the requirement in existing law that 
not more than 1214 percent of the loan funds provided under title I 
may be spent in any one State. In effect, the present law provides a 
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State limitation on loan commitments that is more restrictive than the 
parallel State limitation on the use of grant funds. If the overall limit 
on loan funds is not changed, one or more jurisdictions that are well 
within the limit on grant ‘funds will find—possibly before the end of 
fiscal 1959—that the amount of urban renewal activity that can be 
undertaken within their borders will be sharply curtailed by the limit 
on loan commitments. Under the provisions of section 303, which 
would separate the overall limit on loan commitments from the limit 
on borrowing authority, the State-by-State limitation would have lit- 
tle or no meaning. Since the capital grant authorization is the mech- 
anism through which Congress contr ols the size and extent of the urban 
renewal program, and a loan commitment is dependent on the Govern- 
ment’s willingness to enter into a capital grant contract, we are propos- 
ing the repeal of the unnecessary and unrealistic State- by- State limita- 
tion on loan commitments. There would be no change in the State limit 
on capital grant funds. 

Section 308 would provide statutory authority for the District of 
Columbia, and Federal agencies that desire to purchase land in urban 
renewal projects, to agree to most of the covenants that are placed on 
other redevelopers. Questions have arisen in several localities as to 
the ability of Federal agencies to agree to such covenants, and the re- 
sult has been to delay or prevent the disposition of project land. Since 
the covenants in an urban renewal plan are intended to create the most 
desirable new use of the land involved, it would be undesirable to ex- 
empt Federal agencies when all other purchaser s of project land would 
be required to comply. The proposed language would permit Federal 
agencies to agree to the covenants, except that they would not be re- 
quired to begin construction until authorization is given by Congress 
and funds are available for that purpose. 

Section 316 would amend the National Bank Act to make it more 
feasible for national banks and certain State banks to purchase not 
only short-term, but also long-term obligations of local public agencies 

carrying out urban renewal projects. Under the present law, national 
banks and State banks that are members of the F ane ‘al Reserve System 
are prohibited from underwriting such obligations if their term is 
more than 18 months, and they may purchase such obligations with a 
term of more than 18 months only to the extent of 10 percent of their 
capital and unimpaired surplus. In the past, most of the financing 
for urban renewal projects has been in the form of short-term obliga- 
tions, with maturities of 6 to 12 months, offered in the private market 
through the pledging of Federal loan commitments. The national 
banks and eligible State banks have participated extensively in under- 
writing or bidding on such offerings. Now, for the first time, local 
public agencies are beginning to participate in the definitive loan 
process, to finance the disposition of project land through leasing 
rather than sale. In addition, we are proposing, in section 311 of S. 
612, to guarantee refunding loans for nonresidential projects. Both 
of these types of loans w ill normally be offered in the private market 
in the same manner as short-term obligations, but in most cases the 
maturity will be more than 18 months. If the limitations in the 
National Bank Act are not removed, it is unlikely that the affected 
banks will find it feasible to invest in such long-term obligations. The 
result will be to severely restrict the private market for definitive and 
refunding loans, and to place a correspondingly greater dependence on 
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direct Federal financing. This amendment would give to the long- 
term obligations of the local public agencies carrying out urban re- 
newal programs the same status as the long- term obligations issued for 
housing purposes by local housing authorities. 

Section 312 would provide a means by which localities using their 
own funds for working capital in urban renewal projects could add to 
the er oss project cost an amount comparable to the interest that would 
have been paid on those funds if they had been obtained in the private 
market with a Federal loan commitment. Under the present law, 
localities which utilize Federal loan commitments to obtain funds 
for the execution of a project may include the carrying charges on 
those funds in the gross cost of the project, and the Federal | grant 
absorbs two-thirds of such charges. If a locality chooses to utilize 
its own funds, in excess of the required local contribution, it is penal- 
ized to the extent that no interest on those funds may be included in 
gross project cost. This undoubtedly discourages localities from 
using local funds for working capital, and operates to create greater 
reliance on Federal financing. The proposed amendment would pro- 
vide for the gross project cost in such cases to include an amount 
based on the average interest rate on short-term funds obtained in 
the private market through the use of title I loan commitments during 
the previous 6-month period. 


Section 315. Increase in authorization for urban planning assistance 

In addition to the proposals that would affect the urban renewal 
program, S. 612 contains a proposal, in section 315, that would in- 
crease the authorization for urban planning assistance grants by 
$10 million. The urban planning asisstance program etabtahel un- 
der section 701 of the Housing Act of 1954, provides for matching 
Federal grants to State agencies for urban planning work in cities of 
less than 25,000 population, and similar grants to State, metropolitan 
and regional planning agencies for planning work on a metropolitan 
or regional scale. Grants are also available for planning work in 
clisaster areas and in areas threatened with rapid urbanization as a 
result of the establishment or expansion of Federal installations. 

The demand for these urban planning assistance grants has con- 
tinued to grow, to such an extent that it has been necessary during the 
current fiscal year to place a limitation on the amount of funds “that 
may be allocated to any one applicant. Even so, the appropriated 
funds will be exhausted by the end of this fiscal year, and less than 
$1 million remains unappropriated from the $10 million authorization 
in the existing law. We are therefore proposing that the authoriza- 
tion for this program be increased by $10 million, so that participating 
localities, and localities that wish to participate, will have assurance 
of the continuation of this program. 


Technical and other amendments 


In addition to the amendments that I have mentioned, S. 612 con- 
tains several amendments of a less substantive nature. These deal 
with: First, the desirability of encouraging the use of State agencies 
to administer urban renewal programs in smaller communities; 
second, clarification of the extent of the Federal guarantee of definitive 
loans ; ‘third, providing uniformity in the various methods of estab- 
lishing the date for determination of the applicable interest rate in 
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uwban renewal contracts, and, fourth, definition of the time at which 
Federal recognition is formally extended to a project. These amend- 
ments are discussed in detail in the section-by-section analysis of 5. 
612, which has been furnished to your committee. 


Il, OTHER BILLS UNDER CONSIDERATION 


Of the other bills under consideration by the committee, S. 57, S. 193, 
and S. 266 contain a number of proposals that are similar to proposals 
in the administration bill, S. 612, and which I have previously dis- 
cussed. However, S. 57, S. 193, and S. 266 also contain some undesir- 
able provisions which I would like to discuss at this time. 

New capital grant authorization 

Each of these bills would provide for a continuing urban renewal 
rogram, with new increments of capital grant authority on an annual 
a We are in favor of this approach, and urge its adoption by the 
committee. With respect to the amount of new capital grant authority 
to be provided in each year, however, the bills differ widely. S. 266 
would provide $250 million a year for 6 years, with allowance for an 
additional $100 million to be provided in each year at the discretion 
of the President. This could amount to a total of $2.1 billion. S. 57 
would provide a total of $2.1 billion at an initial rate of $350 a year 
for 6 years, but in addition it would provide an acceleration clause, 
which would permit those funds to be made available at a rate of $500 
million a year for 4 years. S. 193 would provide for a total of $6.15 
billion, at a rate of $600 million a year for 10 years, with an additional 
$150 million reserve to be released at the discretion of the President. 

We believe that the new capital grant authority that would be pro- 
vided by each of these bills would be excessive in view of the limited 
resources of the Government to meet all of the anticipated demands 
om the budget in coming years. The administration program, con- 
tained in 9. 612, would provide a reasonable level of capital grant 
wthority with which communities could continue their programs for 


6 years in the future, while assuming a more equitable share of the 
inancial burden. 


Other proposals affecting capital grant authority 

In addition to this unreasonable amount of new capital grant au- 
thority, S. 193 would provide for several changes in the method of 
utilizing capital grant authority, which would seriously hamper the 
udministration of the urban renewal program. The first of these 
(sec. 104(3) (d)) would prohibit the Agency from applying adminis- 
trative limitations on the amount of capital grant authority that may 
be reserved for any one city at any one time. Such a limitation was 
put into effect during the current year, when the aggregate amount of 
capital grant reservations requested by localities far exceeded the level 
of capital grant authority that could be made available under the 
idministration’s budget program. In such a situation, if applications 
for new capital grant reservations are treated on a first-come, first- 
erved basis, as in the past, localities near the end of the list may be 
prevented from obtaining any capital grant funds at all. We believe 
that it is more equitable to limit the amount that can be reserved for 
ily one locality, so that many more localities may share in the avail- 
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able funds. A statutory prohibition against such a practice would 
unduly restrict the ability of the Agency to administer the program 
effectively under changing conditions. 

Another proposal in S. 198 (sec. 104(8)(c)) contains a provision 
rejected by the committee last year, which would require the Ad- 
ministrator to make capital grant reservations out of authority pro- 
vided for future years, when the authority provided for any 1 year 
is exhausted. This would deprive the Agency of its principal tool 
for responsible fiscal management of the Federal funds provided for 
urban renewal, and destroy the established practice of relating the 
initiation of planning for new projects to the annual increments of 
new grant authority. 


Urban renewal borrowing authority 


Section 102 of S. 193 would provide for an increase from $1 billion 
to $1.5 billion in the authority of the Administrator to borrow funds 
from the Secretary of the Treasury for the purpose of making loans 
for urban renewal projects. The increase of $500 million would be 
provided in two increments of $250 million each, which would be- 
come available on the effective date of the act and at the beginning 
of fiscal year 1961. At the present time, the Administrator’s borrow- 
ing authority of $1 billion acts as a limitation on the aggregate amount 
of loan commitments that may be outstanding to local public agencies 
under title I, and the total of such loan commitments is expected to 
reach the $1 billion limit by the end of the current fiscal year. If it 
were necessary to provide enough additional borrowing authority 
to cover all of the loan commitments required for projects going into 
execution in the coming years, an increase of $250 million a year for 
2 years would be inadequate. However, experience has shown that 
only a small fraction of the loan commitments result in borrowings 
from the Treasury and actual disbursements, and for that reason we 
do not feel that an increase in the borrowing authority is necessary 
or warranted. The administration bill, S. 612, contains a provision 
(sec. 303(b)) that would separate the limitation on borrowing author- 
ity from the limitation on lending authority, and provide ample au- 
thority for the administrator to enter into the loan contracts that are 
anticipated in the foreseeable future, without the necessity of increas- 
ing the statutory limit on borrowing authority. 


Proposals to eliminate controls on the urban renewal process 

Two other proposals in S. 193 would eliminate important con- 
trols that are provided in existing law to protect the integrity of the 
urban renewal program. Section 103 of S. 193 would permit the 
acquisition and clearance of land in an urban renewal project during 
the planning stage, before the adoption of an urban renewal plan for 
the reuse of that land. This proposal, which was rejected by the com- 
mittee last year, would change a basic concept of the Housing Act of 
1949, requiring that a firm plan should be developed for the use of 
project land (and for a determination as to which parcels must be 
acquired) before the Administrator can provide any funds for land 
acquisition. We feel that the development of such a plan and its 
adoption through the democratic processes of local government, to- 
gether with the preparation of a sound plan for family relocation and 
the development of dependable cost estimates, are prerequisite to the 
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orderly execution of a project in the best interests of the community 
asa whole. In addition to the existing provisions of Federal law, the 
proposed concept of “early acquisition” is prohibited by enabling 
legislation or constitutional provisions in many States. 

‘Another proposal in S. 193, contained in section 111, would pro- 
vide that locally constructed public improvements and _ facilities 
could be eligible for credit as local noncash grants-in-aid to an urban 
renewal project even though construction was started as long as 5 
years before the authorization of a loan and grant contract for the 
execution of a project. This would make it extremely difficult to de- 
termine whether, and to what extent, an improvement or facility was 
intended to carry out the objectives of an urban renewal plan. The 
result would be to diffuse the basic purpose of the noncash grant-in- 
aid credits provided under title I, and to introduce a risk that urban 
renewal projects would be distorted for the purpose of subsidizing a 
community’s public works program. This result would be avoided, 
however, in the case of a locality that has an approved community- 
wide urban renewal program, of the sort contemplated by section 306 
of S. 612. Consequently, we strongly urge that the 5-year rule for the 
eligibility of noncash grants-in-aid be restricted to communities that 
have prepared such a program. This is the effect of subsection 
306(b) of S. 612. 

Nonresidential renewal 

Two of the bills under consideration, S. 57 and S. 193, contain pro- 
visions that would make large additional amounts of capital grant 
funds available for projects that have little or no relationship to 
housing problems. Section 110(c) of the present law requires that a 
project area must be predominantly residential either before or after 
renewal, with the exception that up to 10 percent of the total amount 
of capital grant authority may be used for projects that are not pre- 
dominantly residential, but which would eliminate a “substantial” 
amount of slum housing. The term “substantial” has been adminis- 
tratively defined as 20 percent of the project area. 

Both S. 57 and S. 193 would eliminate the requirement that at 
least a “substantial” amount of blighted housing must be involved 
In projects that are not predominantly residential, and increase the 
percentage of total capital grant funds that may be used for such 
projects. S. 57 would increase the 10 percent to 15 percent, and S. 
193 would increase it to 25 percent. 

We recognize the need for Federal assistance for the elmination 
of nonresidential blight, but we feel that the limited amount of capi- 
tal grant funds that will be available at any one time should be con- 
served for projects that have at least a substantial relationship to 
housing problems, as intended by the basic philosophy of title I. 
The administration bill contains a provision (sec. 311) that would 
make title I loans available for purely nonresidential projects, and 
provide a new type of refunding loan to help localities amortize the 
het project cost. The 10 percent exception in the present law should 
remain unchanged, to provide grants for projects with a “substan- 
tial” relationship to housing. 

In addition to the undesirable provision of capital grant funds 
or purely nonresidential projects, S. 57 and S. 193 would provide for 
the increased exception of 15 percent or 25 percent, respectively, to 
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be applied to the aggregate of all funds that have been authorized 
for redevelopment and renewal since the passage of the Housing 
Act of 1949. This retroactive feature would have the effect of making 
much more than 15 percent or 25 percent of the new capital grant 
authority available for such purposes in the first year. 


Relocation payments 


Other provisions in both S. 57 and S. 193 would amend the existing 
law providing for relocation payments for families and businesses 
displaced by land acquisition for urban renewal projects. Both of 
these bills would provide (sec. 307(a) of S. 57, section 107(a) of §. 
193) for relocation payments to be made not only to families and busi- 
nesses displaced by land acquisition for project purposes, but also for 
those displaced from project areas by land acquisition for any other 
Government activity, and for those displaced by code enforcement and 
voluntary rehabilitation activities. 

It would be extremely difficult to administer the latter provisions, 
because of the difficulty of determining whether code enforcement or 
voluntary rehabilitation is actually the cause of dislocation. It would 
be even more difficult to administer the provision of relocation pay- 
ments for those displaced through acquisition by public bodies other 
than the local renewal agency, because the procedures governing that 
acquisition and the timing involved would be outside the responsibil- 
ity and control of the renewal agency. The result could be to disrupt 
the timing of project activities and to create additional administra- 
tive costs. We strongly urge that any relocation payments that are 
provided for persons or businesses displaced by Government activities 
other than urban renewal project activities be administered by the 
agency or agencies that are responsible for the land acquisition activi- 
ties causing displacement. 

In addition, the cost of the additional payments required by these 
sections of S. 57 and S. 193 would constitute a large additional drain 
on urban renewal grant funds. As you know, relocation payments 
are borne entirely by the Federal Government, and no local contribu- 
tion is required. Under the present law the amount of Federal grant 
funds committed for relocation payments is approaching a level of 
$20 million a year. Under the proposed amendments, this annual 
charge may be increased by as much as 100 percent. 

Adding to this difficulty are other provisions of S. 57 and S. 198 
which would increase the maximum limits placed on relocation pay- 
ments under the existing law. Section 307(a) (2) of S. 57 would in- 
crease the maximum payment for displaced families from $100 to 
$200. Section 107(c) of S. 193 would make the same change, and 
also increase the maximum payment for businesses from $2,500 to 
$3,500. This would increase the drain on Federal grant funds still 
further, and we do not feel that there is sufficient evidence to show 
that such increases in the maximum payments are needed at this time. 

Finally, section 307(b) of S. 57 would require the Administrator 
to make certain that a busines displaced from an urban renewal area 
would have a priority, to the extent that is determined by a local gov- 
erning body to be practicable and desirable, to purchase or lease any 
new commercial or industrial facilities that may be constructed in 
the area. While this is commendable in purpose, it is our feeling that 
it would be of doubtful assistance to businesses that are displaced. 
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On the other hand, such a provision would extend the burden of 
Federal requirements and procedures into one more field of local 
activity, and it might make project land less attractive to prospective 
purchasers, thus affecting the economic soundness and feasibility of 
the project. 

Public housing sites in urban renewal areas 


Both of the bills I have been discussing also contain provisions 
(sec. 406 of S. 57 and sec. 108 of S. 193) that would provide for special 
subsidies of title I capital grant funds in cases where urban renewal 
project land is used for public housing projects. Briefly, these provi- 
sions would provide for noncash local grant-in-aid credit to compensate 
for the local share of the net cost of acquiring and clearing the land 
involved. In effect, this means that the equivalent of the usual local 
share of net project cost would be paid from Federal grant funds in 
cases where project land is to be sold for public housing use. This is 


an advantage that would be given to no other redeveloper, private or 
public. 


Feasibility surveys and general neighborhood renewal plans 

Both S. 57 and S. 193 contain provisions, similar to a proposal in 
S. 612, that would make Federal grants available to assist localities 
in the preparation of long-range community renewal programs. The 
provision of assistance for communitywide renewal programs would 
immediately eliminate any need for the assistance that is now given 
for surveys to determine the feasibility of undertaking urban renewal 
projects in specific areas. In a short time, the preparation of a com- 
munity renewal program would also eliminate the need for the assist- 
ance now given for general neighborhood renewal plans, covering 
areas that are so large they must be renewed in stages. Accordingly, 
while we support the provisions of S. 57 and S. 193 providing assist- 
ance for community renewal programs, we recommend that assistance 
to feasibility surveys be eliminated on the effective date of the act, 
and that assistance for general neighborhood renewal plans be elimi- 
nated on July 1, 1960. This change should be made in section 304 of 
5. 57 and in section 104(3) (3) of S. 193. 
Urban planning assistance program 


Finally, S. 57 and S. 193 would make some serious changes in the 
present provisions governing the program of Federal grants for assist- 
ance to urban planning in small cities, and in metropolitan, regional, 
and other specialized areas. 

Section 115(3) of S. 193 would make urban planning assistance 
available directly to small cities, instead to State planning agencies 
who then provide the assistance to small cities. In our opinion, this 
would undermine the outstanding progress that has been made by the 
State planning agencies since the establishment of the urban planning 
assistance program in section 701 of the Housing Act of 1954, 'Fo- 
day, 87 of the States and Territories have adopted the necessary 
enabling legislation and designated official planning agencies for 
participation in the section 701 program. We believe the remaining 
States should be encouraged to do the same. In addition, the pro- 
posed amendment would create serious administrative difficulties, by 
requiring the Housing Agency to supervise the planning programs of 
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hundreds of small cities, instead of dealing only with a maximum of 
51 States and Territories. 

Another provision, contained in section 115(1) of S. 193, would. 
permit an administrative designation by the Governor of any agency 
of Government acceptable to the Administr: ator, in place of the pres- 
ent legislative designation of a State planning agency. This might 
well result in pressure being oes on the Administrator to accept 
the designation of a large number of small local agencies in place of a 
single statewide agency, and in any event would weaken the effect of 
section 701 in stimulating full assumption of responsibility by the 
States in this field. 

Senator SparkMan. Now we will hear from Mr. Hazeltine of the 
Community Facilities Administration. 

Senator Busu. Mr. Chairman, do I understand when we get 
through with this panel we take up each one of their papers separately 
and the questioning 

Senator SparKMAN. They will all be here and my suggestion would 
be that we make note of different things we want to ask different 
ones and while they are all sitting around the table we might want to 
ask questions of each one of them relating to his paper. 

Senator Busn. I am just wondering. That is one way todoit. The 
other way would be at the outset we take the testimony of Mr. Baugh- 
man, Mr. X, and Mr. Y and we confine our questions around the table 
to each one of those subjects. In other words, do not confuse urban 
renewal housing with college housing. I want to see what the rules 
of the game are. As we sit here I may be the first questioner and I 
want to know how to line myself up for this. 

Senator Sparkman. I would simply suggest that you ask questions 
down the line on every subject that you want to, whatever questions 
may come to you, and that the person in whose field that question falls 
will answer that particular question. There is some overlapping, for 
instance. 

Senator Busu. I would like to make this point. I will certainly 
conform. In that case I might ask questions here for a half an hour 
or 40 minutes without anybody else having a chance to do so. 

Senator Sparkman. I don’t think you will, but we have time. We 
want to go into this thing. 

Senator Busu. I think it is an imposition on the rest of the Senators 
if I roam all over the lot with questions on each one of these titles. 
My point is that we confine the questioning at first to the one title 
and then the other. Would that not be a simpler way to do it and 
give everybody a better chance? 

Senator Sparkman. I should say that ordinarily it would be, but 
there is so much overlapping and so much of the general field that I 
thought it was better to have the panel approach. 

Anyhow, we will proceed and see how it works. 

Senator Busn. I am not going to question the ruling of the Chair. 
I wanted to see what it was and explain my view on it. 

Senator Sparkman. I believe we will make it all right. We have 
followed this course many times before. 

Mr. Hazeltine, we are glad to have you. If you will present your 
statement now. 
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STATEMENT OF JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY 
FACILITIES ADMINISTRATION 











































Mr. Hazetrine. Mr. Chairman and members of the committee: I 
consider it a privilege to appear before the committee to assist in your 
consideration of college housing legislation. 

Pursuant to title 1V of the Housing Act of 1950, as amended, 
the Housing Administrator is authorized to make loans to assist in- 
stitutions of higher education to provide housing and related facilities 
for the students and faculty where such assistance is not otherwise 
available on equally favorable terms. 

Currently a total of $925 million has been authorized for college 
housing loans. On June 30, 1958, the uncommitted balance of the 
present total loan authorization was $26.7 million. This sum was 
practically committed by early fall so that at the present time the only 
uncommitted loan funds are approximately $2 million which are being 
held in reserve to cover construction cost overruns on loans hitherto 
approved. 

I would like to comment briefly on S. 65, an administration bill 
covering fiscal year 1959. The housing bill which the administration 
sent to the Congress in 1958 would have authorized an additional $200 
million for loans under the college housing program. As you know, 
Congress did not enact a housing bill in 1958. Commenting on this 
situation the President stated on August 27, 1958, in part: “I shall 
ask the forthcoming 86th Congress to remedy the lack of legislation 
in the housing field. Specific recommendations will be made in the 
annual budget message to provide for needed authorizations for col- 
lege housing loans.” In light of the above and as the Administrator 
has just stated, to assist colleges and universities in meeting the prob- 
lems they are facing in providing housing accommodations for their 
growing enrollments, we recommend an increase in the college hous- 
ing loan authorization of $200 million by raising the statutory loan 
authorization from $925 million to $1,125 million. 

Further, in accord with the President’s statement of August 27, 
1958, the Housing Agency has continued to accept applications and 
has allocated funds on a contingent basis. As of December 31, 1958 
103 applications totaling $84 million had so far been filed during fiscal 
year 1959. Present trends indicate that the total authorization pro- 
posed will be committed by the end of this fiscal year. 

Under the existing law not more than $100 million of the college 
housing loan authorization may be used for other educational facilities 
as described in the legislation. This amount has been exhausted. We 
recommend a $25 million increase in this ceiling within the total 
authorization raising it to $125 million to permit loans to be made to 
the many colleges, particularly the urban institutions whose students 
largely live at home, for facilities containing dining and related 
accommodations. 

Last year before this committee I recommended enactment of a loan 
guarantee program for educational institutions which issue taxable 
bonds. The guarantee program would balance to some extent the ad- 
vantages now enjoyed by the tax supported institutions through tax 
exemption privileges of their bonds. Since it might take some time 
before private investors could become acquainted with federally guar- 
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anteed college housing bonds, we proposed last year an extension of 
the direct loan program during the transitional period from direct 
Government loans to the time when guaranteed loans become an ac- 
cepted means of financing for college facilities. 

The administration at a later date expects to submit proposals for 
fiscal year 1960 regarding the financing of college facilities, including 
the proposed loan guaranty program which was recommended last 
year. 

I would like now to comment briefly on S. 57 introduced by Senator 
Sparkman and his associates and S. 194 introduced by Senator Clark 
and his associates. Both bills would establish a new direct loan pro- 
gram for classroom buildings and other academic facilities by amend- 
ing the college housing legislation. 

S. 57 would establish a $125 million program and S. 194 would 
establish a $250 million program. In addition S. 57 would establish 
a $250 million loan guaranty program for classroom and other aca- 
demic facilities and increase the college housing direct loan authoriza- 
tion by $400 million, including an additional $50 million for other 
educational facilities and an additional $50 million for student nurse 
and intern housing. 

The additional loan authorizations contained in these two bills are 
largely outside of the President’s budget and would authorize new 
expenditures exceeding that which the administration has considered 
to be consistent with its budget objectives. 

Without going into the details of the program proposed it is noted 
that S. 57 would require the Housing Administrator to be responsible 
for the proposed academic facilities loan program which he could 
administer only “in accordance with the advice and recommendations 
of the Office of Education.” 

I recommend against such a provision because it provides for di- 
vided responsibility in administering this program. Such a division 
of responsibility is extremely undesirable in principle. We welcome 
the opportunity of full consultation with the Office of Education re- 
garding the educational aspects of this or any other program. In fact, 
we now consult with and are guided by the Office of Education on the 
college housing program in accordance with section 402(c) (2) of the 
existing college housing legislation, and the cost of such advice and 
consultation 1s reimbursed to that office and carried in the college 
housing program budget for the year. However, legislation that 
would divided basic responsibility for a program between two agen- 
cies will make proper accountability impossible. 

This concludes my prepared statement and I will try to answer any 
questions which the committee may have on this legislation. 

Senator Sparkman. Thank you, Mr. Hazeltine. 

Next for the Public Housing Administration, we have Mr. 
Slusser. Mr. Slusser, will you come around, please, sir? 


STATEMENT OF CHARLES E. SLUSSER, COMMISSIONER, PUBLIC 
HOUSING ADMINISTRATION 


Mr. Suusser. Mr. Chairman and members of the committee, I am 
present at the invitation of the committee to express the views of the 
Housing Agency on pending legislation relating to low-rent housing; 
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articularly the administration bill and the legislation identified as 
S.57 and S. 193. 

The Agency recommends the enactment of the three provisions in 
the administration bill. These provisions are contained in sections 
502, 503, and 504. 

Section 502 would permit disposal of the few PWA low-rent housing 
projects remaining in Federal ownership to other than a local author- 
ity in those cases where either there are no local authorities or such 
agency will not accept conveyance of the project. 

Section 503 would permit the consolidation for all operational pur- 
poses of Lanham Act war housing projects which have been trans- 
ferred to local authorities for use as low-rent projects assisted by the 
Federal Government. This proposed legislation has been recom- 
mended to the Congress by the U.S. Comptroller General in his report 
dated December 12, 1958, because of the savings which would result 
tothe program. 

Section 504 would.extend by 3 years the period during which mili- 
tary personnel and civilians employed in defense activities may con- 
tinue to occupy the Passyunk project at Philadelphia. This is recom- 
mended by the Housing Authority of the City of Philadelphia, the 
owner of the project, and, we understand, by the Department of the 
Navy. A similar provision is contained in section 705(b) of S. 57 
and in section 211(b) of S. 193. 

The Housing Agency strongly recommends against the enactment 
of all provisions in S. 57 and S. 193 relating to low-rent housing. Our 
basic reasons for this recommendation are as follows: 

(1) the proposed laws would substantially increase Federal cost 
without ostensible benefit ; 

(2) they would prevent the Federal agencies having jurisdiction 
from performing responsibilities which are necessary to assure ac- 
complishment of the objectives of the program ; and 

(3) they would extend the program into the field of subsidized 
housing for middle-income families. 

Many of the provisions of the two bills are substantially identical. 
Qur comments on such provisions will be related to both bills. 

Section 401, S. 57, and section 201, S. 193: These sections would 
amend the policy statement in the U.S. Housing Act to—among other 
things—vest control in local authorities over preparations of budgets, 
expenditures, and the provision of social and recreational guidance. 

The elimination of Federal supervision over budgets and expendi- 
tures must result in unwarranted increase of Federal costs in the 
program. Local authorities are not subject to supervision or budget 
control by either State or local officials. They do not have the power 
tolevy and collect taxes and have no assets other than housing projects 
nade possible by the Federal Government—and in a few cases by the 
State government—and the income from such projects. By law 
ieither the city, county, State, nor any political subdivision is respon- 
ible for their debts and obligations. 

Thus, even assuming the effectiveness of the postaudit provisions 
subsequently provided for in the bills, there will be many instances 
where postaudits and disallowances will come too late to remedy the 
lamage of an overbudgeted or nonbudgeted expenditure or obligation 
ilready incurred. For the type of items that would be involved we 
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refer you to the 12 reports on local authority operations which have 
been made by the Comptroller General to the Congress. 
The provisions in these sections regarding social and recreational 


guidance would authorize a full- fledged local welfare program in 


the name of low-rent public housing and at Federal cost. 
Commenting upon this in a recent audit report of a local authority, 
the Comptroller General said: 


We believe that such functions as providing community social services * * * 
are responsibilities of local agencies and should not be subsidized by Federal 
contributions under the low-rent housing program. 

The Housing Agency now authorizes as a cost to the program social 
or welfare guidance in areas relating to housing, such as tenant coun- 
seling and assistance in the use and care of project property and with 
respect to the availability of community welfare, health, and recrea- 
tional services and facilities. Local authorities are encouraged to 
enlist the assistance of local and national social welfare agencies. The 
projects include complete and adequate recreational and community 
space and facilities. We urge that these are the responsibilities of the 
housing program, and case ‘and other welfare work and playground 
instr uctions are properly the responsibility of the agencies furnishing 
such services for the community generally. 

Other items in these sections are dealt with more specifically in 
subsequent provisions of the bills and will be discussed when such 
provisions are reached. 

Section 402, S. 57, and section 202, S. 193: These sections would 
vest in the local authorities complete and unequivocal power to fix 
income limits, rents, and exemptions and deductions for both eligibility 
and rent-fixing purposes. They contain a formula, apparently de- 
signed to safeguard the public purpose of the program, which provides 
that no family shall be eligible for admission—to a low-rent project— 
whose net annual income, less exemptions, exceeds five times the lowest 
rental, less 20 percent, at which private enterprise is providing in the 
locality a substantial supply of decent. safe, and sanitary housing. 

This formula is dependent upon there being a “substantial supply 
of decent, safe, and sanitary” private housing in the community. In 
its absence, the formula fails. If the only substantial supply of avail- 
able private housing is of the “gold coast” tyne renting for $300 a 
month, the formula would legally permit occupancy of low-rent 
housing by families whose incomes, less exemptions, and deductions 
were as high as $14,000 per year. 

Proponents of the legislation may defend these obvious fatal defects 
in the so-called control provision by comparing it to the “gan” pro- 
vision in the pr esent Jaw, which is subject to similar technical criticism. 
However, the “ gap” provision is a secondary control and occupancy 
of low-rent projects by low-income families is assured under the 
existing law by the authority vested in the administering Federal 
agency to approve income limits. This authority would be destroyed 
by the bills. 

The bills would vest in PHA the authority to anprove findings as to 
prevailing private rentals under the formula. However, this would 
not protect the public purpose of the program, as both income limits 
and rents would be controlled under the local authority’s unlimited 
power to fix exemptions and deductions. An example of what could 
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happen under the exemptions specifically enumerated in the bills 
follows: When applied to a family of four in a program with admis- 
sion limits of $3,800 per annum and continued occupancy limits of 
$4.750 per annum, the exemptions for secondary wage earners would 

rmit admission to the projects of families having a gross income of 
$5,000 per year and permit continued occupancy by families with a 
total income of $5,950 per annum if, in addition to the head of the 
family, two members are wage earners. 

If a member of the family is receiving veteran’s disability compen- 
sation of $3,000 per annum, the family income for admission would 
be increased to $8,000 per annum and for continued occupancy to 
$8,950 per annum. If the two secondary wage earners are minors 
earning the modest sum of $2,500 per annum each, the family could 
have for continued occupancy purposes an income of $12,750 per year. 
If these exemptions are available to a normal-size family of four, the 
possibilities when applied to families of 6, 8, or 10 could be astounding. 
These examples are not frequently encountered. However, if the 
safeguards are removed, the exception may very well become the rule. 

Section 403, S. 57, and section 205, S. 193: These sections would 
change the method of payment of annual contributions. Both bills 
would require the Government to pay an annual subsidy equal to the 
debt service on the bonds issued to finance the development of the 
projects. S. 57 provides that two-thirds of the net or residual receipts 
from the projects would be applied to advance amortization of these 
bonds and the remaining one-third would be retained by the local 
authorities for their own uses. §. 193 provides for application of all 
net or residual receipts to advance amortization. 

Under the present law, net or residual receipts are used to reduce 
the Federal annual subsidy. We asked the Department of the Treas- 
ury to analyze this matter and advise us as to the effect it would have on 
Federal costs. A copy of the response from the Treasury Depart- 
ment has been furnished each member of the committee. A copy of 
this analysis also is attached to our statement. 

The Treasury Department’s analysis was based on the annual con- 
tributions made in the program during fiscal year 1958. It also 
assumed that all net or residual receipts from the projects would be 
applied to advance amortization. Hence, it is applicable to the pro- 
posal in S. 193. It was the conclusion of the Treasury Department 
that the proposed change would increase Federal costs by approxi- 
mately $570 million if future borrowings could be obtained at an 
‘ average interest cost of 314 percent or approximately $230 million if 

the interest rate on Federal borrowings averaged 214 percent. We are 
informed that the present long-term rate for Government borrowings 
1s approaching 4 percent. 

Agency technicians have reviewed the effect on Federal costs of 
the provisions of S. 57. It was their conclusion that this proposed 
change would increase Federal costs by approximately $1 billion if 
the cost of Federal moneys is 314 percent or approximately $623 
million if the 214-percent rate prevails. 

It is interesting to note that the provision in S. 57, on the basis 
of the present program, would increase Federal costs by $296 million 


even if Federal borrowings could be accomplished without interest 
cost. 


35482—59——10 
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These sections also would remove important safeguards against im- 
proper expenditures of public moneys in the program. S. 57 would 
make local audits, when accompanied by certification of the Chair- 
man, binding on the Federal Government in the absence of evidence 
of fraud, w aste, neglect, extravagance, or expenditures not compatible 
with the program. S. 193 w ould require the Federal Government 
to accept as final and conclusive financial reports of the local authority 
under similar circumstances. 

As we have already pointed out, even assuming the effectiveness 
of these provisions, they are, because of the nature of the local au- 
thorities and their financial status, not effective means of insuring 
that Federal funds will be used ‘solely and economically for the 
purposes intended by Congress and that the housing aided by these 
funds will be used in accordance with the Federal law. Moreover, 
no financial report, no matter how complete or well audited, could 
serve as the basis for a proper review of the operations of a low-rent 
housing program. 

These provisions would triple auditing in the program—with con- 
comitant increase in program costs—by authorizing audits by the 
local authority, the Public Housing Administration, and the Comp- 
troller General. 

The chairman of local authorities, in making the certifications re- 
quired by these proposed laws, will be subject to the provisions of 
section 1012, title 18, United States Code, which make the filing of 
false reports to the Agency a penal offense. A proposal of the Agency 
that local authority financial reports be signed by a Commissioner 
was rejected on the grounds that these officials do not have day-to- 
day observation of their programs and would not undertake such 
responsibility. 

S. 193 provides that the local authority, in its discretion upon 60 
days’ notice, may elect to have its books audited by the PHA. This 
would create an intolerable situation with respect to staffing as com- 
petent personnel could not be employed on part or short time basis. 
The Agency recommends that present audit procedures not be dis- 
turbed. However, we strongly urge that any change be related to 
the entire program. 

Section 404, S. 57, and section 206, S. 193: With respect to the 
proposed authorizations contained in these sections for additional 
low-rent housing units, the President, in his budget message to the 
Congress on January 19, 1959, made this statement : 

Public housing programs.—By the end of the fiscal year 1960, over 475,000 
federally aided public housing units will be occupied by about 2 million people, 
and the additional 110,000 units already authorized will be under contract for 
Federal contributions but will not yet be constructed. These 585,000 units should 
meet most of the demand for such housing by low-income families displaced by 
highway construction, urban renewal, or similar governmental action in the next 
few years. I shall not ask for. authorization for any additional units. 

S. 193 would repeal section 10(j) of the basic act. This particular 
section of the act, in substance, provides that after the bonds issued to 
construct a project are retired, the local authority shall apply net 
receipts from the project or sales proceedings—if the project is sold— 
to reimburse the Federal and local governments for their respective 
contributions to the project. It was renacted by the Congress in 1954 
upon recommendations of the President’s Advisory Committee on 
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Housing. Its basic purposes are to prevent “windfalls” and to return 
for public use what otherwise would be profits made possible by 
Federal and local assistance to the program. 

S. 193 also would repeal clause No. (2) of the third proviso under 
the heading “Public Housing Administration; Annual Contributions” 
of Public Law 455, 82d Congress. This clause was repealed by the 
Housing Act of 1956. 

Section 405, S. 57, and section 209, S. 193: These sections would 
change the terms of existing contracts which were entered into in good 
faith to the substantial financial detriment of the Government. These 
contracts, as presently written, involve Federal liability for in excess 
of $3 billion. 

Section 406, S. 57, and section 108, S. 193: These sections would 
eiminate the local contribution on any portion of an urban renewal 
project used for low-rent housing purposes. This will require the 
Federal Government to make a triple contribution to low-rent projects 
lated on urban renewal sites. First, the Urban Renewal Adminis- 
tration would make its usual two-thirds grant to the portion of the 
site utilized for low-rent purposes. Second, the Urban Renewal Ad- 
ministration would also be required to absorb the local government’s 
one-third contribution for similar purposes. Third, the PHA, 
through annual contributions, would underwrite the cost of the con- 
struction of the project. 

There would be no out-of-pocket contribution on the part of the local 
government. 

It is contended that under present law, the one-third local contri- 
bution to the urban renewal project and the tax exemption of the low- 
rent project impose a double subsidy on the local government where 
low-rent housing is located on an urban renewal site. This argument 
fails because, as the New York court of appeals recently held, the con- 
tribution to the urban renewal project relates only to urban renewal 
purposes such as the clearing of slums and does not constitute a 
subsidy to a subsequent user of the site. 

Also, the locality makes the one-third contribution on land used 
for other tax-exempt purposes. Portions of urban renewal sites are 
devoted to parks, playgrounds, police and fire stations, public build- 
ings, and other local public facilities. Where such facilities are de- 
veloped in areas other than on the sites of urban renewal projects, 
the local government must bear the entire cost. These facilities are 
tax exempt and, in most cases, do not produce offsetting payments in 
lieu of taxes, as does public housing. 

Section 705, S. 57, and Section 211, S. 193: These sections would 
authorize reduction of mortgage debt, moratorium on payments, 
charges in interest rates, and other modifications of the terms of 
mortgages held by the Government on war and veterans ‘housing. 

he Agency now has broad latitude to assist—and is assisting— 
mortgagors through periods of adversity. Forebearance of both 
collection and foreclosure is being exercised in all meritorious cases. 
The proposed amendment would constitute a virtual invitation to 
mortgagors to default and seek more advantageous revision of their 
obligations, and, hence, would have the general effect of making 
collections and otherwise administering the mortgage documents 
exceedingly difficult. 
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Comments on provisions in §. 193 which have no counterparts in 
S. 57, are as follows: 

Section 204 provides that the cost of sites for low-rent housing. 
when located in the area of an urban renewal project shall be in- 
cluded as part of the development cost of the low-rent housing project 
and paid to the owning agency. This is being done under the present 
law and contract plan. Hence, its enactment would serve no 
purpose. 

Section 207 would authorize the sale of low-rent housing units 
to tenants who are no longer eligible for occupancy in public hous- 
ing. The Agency favors the principle of sales of units to overincome 
tenants where this may be legally done. However, the plan in the 
bill would not accomplish homeownership. A typical operation would 
be as follows: The purchaser of a unit valued at $10,000 during the 
first 5 years of his purchase contract would be required to make pay- 
ments of approximately $32 per month for local authority service 
charges, approximately $20 per month for taxes, $25 per month for 
interest, and approximately $4 as principal payments, or a total of 
approximately $81 per month. At the end of this period he would 
have paid approximately $4,860 toward the purchase of a home. 
However, his equity would be only $250. 

During the next 5-year period his monthly payments would - 
proximate $85. At the end of this period, after paying approximately 
$9,960 toward the purchase of a home, he would have an equity of 
only $750. Similarly, through the third 5-year period during which 
he would make monthly payments of approximately $89 and complete 
total payments of approximately $15,300, his equity would increase to 
only $1,500. The amount for service charges used in this example 
is based on current prevailing average management costs in the low- 
rent program. The interest is based on a figure of 3 percent per 
annum. 

The payments made by the purchaser would be sufficient to obtain 
a home under FHA or private financing. However, under the plan 
proposed by the bill, the purchaser would never gain an equity ex- 
ceeding the normal depreciation of the property. 

There also is serious question as to whether State law will permit 
a local authority to dispose of a project or units where they are still 
needed for low-rent use. This question is now before the courts at 
Gary, Ind. 

What appears to be an innocuous provision designed to remove & 
technical barrier to the sales plan would, in fact, nullify the so-called 
Hiestand amendment. This amendment, contained in section 10(L) 
of the United States Housing Act, authorizes the local governing body 
or citizenry of a community to terminate a no longer desired low-rent 
project. Basic to its operation is the necessity of obtaining from the 
sale of the project an amount sufficient to retire all outstanding in- 
debtedness. The Senate bill would make any such sale subject to the 
outstanding tenant purchase contracts. Certainly, no investor would 
pay full value for a project which would be encumbered with these 
long-term, low-interest-bearing contracts. é 

This section also would permit overincome tenants who do not wish 
to purchase units to continue in occupancy in low-rent projects if 
suitable housing, as determined by the local authority, is not avail- 
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able in the community. Certainly, this will abate, if not destroy, 
the motives of tenants who are admitted to low-rent housing projects 
to shoulder the burdens of providing housing for themselves. It also 
will authorize a program of vabeligne the rent of middle-income 
families which must jeopardize the public purpose and legality of the 
program. 

Section 208 would require payments for sewer ser rvices, street light- 
ing, and similar services, in cases where these services are being ren- 
dered to the projects and the tenants pursuant to valid contract obli- 

ation without cost or charge other than payments in of taxes. 

his unwarranted increase in program costs could affect 233,000 dwell- 
ing units. The entire additional cost will be borne by the Federal 
Gov ernment in the form of increased contributions. 

Section 210 would amend paragraph (5) of section 2 of the act 
which, as now written, authorizes, in cases where the local authority 
administers both low-rent and urban renewal programs, the construc- 
tion of office buildings for use jointly for both activities. ‘The de- 
velopment cost of any such building is charged entirely against the 
low-rent program. 

The proposed amendment would extend this authority to cases 
where the two programs are the responsibilities of separate local pub- 
lic bodies but are administered by a combined staff. 

The existing law was first introduced in the conference on the 
Housing Act of 1957. Because of these circumstances the Agency 
was not afforded an opportunity to comment on it. 

The low-rent program contemplates an operation over a period of 

40 years. On the contrary, urban renewal projects are completed in 
avery much shorter period. Hence, this law results in the construe- 
tion, at public cost, of permanent buildings containing substantial 
space for which there will be no use within a comparatively short 
period from their completion. For this reason the Housing Agency 
opposes any further enlargement of the provisions of the present law 
and strongly recommends that it be repealed. 

This concludes our prepared statement. 

Senator SparKMAN. Thank you, Mr. Slusser. 

Mr. Slusser, you have an exhibit, do you not, attached to your 
statement ? 

Mr. Stusser. Yes. 

Senator SpARKMAN. Let that be printed in the record also. 

(The document referred to follows :) 


OFFICE MEMORANDUM 


JANUARY 12, 1959. 


To: Mr. John D. Currie, Public Housing Administration. 

From : Mr. Laurence B. Robbins, Assistant Secretary of the Treasury. 

Subject: Alternative application of residual receipts from local housing authority 
projects. 

The bonds of local housing authority projects are secured by level annual 
contributions by the U.S. Government which are sufficient to pay the yearly 
interest and amortize the principal. These annual contributions of the U.S 
Government are reduced by the amount of the residual receipts (net income) of 
the local housing projects. 

For fiscal year 1958 the fixed annual contribution was $121 million, residual 
receipts were $22.2 million reducing the actual annual contribution paid by the 
US. Government to $98.8 million. 
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It has been proposed that the residual receipts be used to retire local housing 
authority bonds rather than using these receipts to reduce the U.S. Government's 
annual contribution. 

An analysis of this problem leads to the conclusion that under current and- 
foreseeable market rates of interest, prepayment of existing local housing 
authority debt would result in increased costs to the Federal Government, 

Under a simplified set of assumptions furnished by the Public Housing Ag. 
ministration, the following observations can be made (see addendum for assump 
tions): 

1. While the prepayment of the present housing authority debt, which js 
assumed here to be $3,048 million, would reduce total Federal contributions from 
$5,952 million over 40 years to $3,702 million over 30% years, this difference in 
aggregate payments simply reflects the fact that the money would be borrowed 
for a shorter period of time and therefore the interest payments would be less, 

2. If future Treasury borrowing averaged 314 percent (the present long-term 
rate is nearer 4 percent), the cumulative budget deficit and the Federal debt at 
the end of 40 years under the prepayment program would be about $570 million 
more than under the present system. This difference in the budget deficit and 
the debt would be even greater at 30% years, of course, since the Treasury would 
have to increase its borrowing to amortize the housing authority debt at the 
earlier date. Even if the Treasury could borrow at 2% percent the deficit and 
the Federal debt would be about $230 million higher on the basis of the prepay- 
ment method. 

3. Before there would be any gain from the proposed prepayment method, 
average Treasury borrowing rates would have to fall to 1.53 percent. 

4. It might be argued that in the process of paying off the housing authority 
bonds, tax-exempt debt would be extinguished by substituting taxable Treasury 
debt. However, even if full account is taken of the effect of taxes the average 
borrowing rate would still have to be under 2.27 percent before the prepayment 
proposal would create a saving for the Government.’ 

LBR 
ADDENDUM 


In the problem submitted to the Treasury the following assumptions were 
made: 


1. The aggregate average term to full amortization of local housing authority 
bonds is 40 years. 

2. Since the bonds are serial issues, the amortization program is essentially 
on the basis of level payments equal to the fixed annual contribution. 

3. The interest rate averages 214 percent. 

4. Upon amortization of debt, full title to residual receipts reverts to the local 
authority. (This is entirely true for all contracts entered into prior to 1954; 
however, for simplicity, it is assumed to be true throughout. ) 

It has been further assumed that : 

1. The Federal Government currently borrows payments other than residual 
receipts. 

2. Interest is compounded and payments are made semiannually. 

Senator SparkMANn. If you gentlemen will sit around the table we 
will proceed with the questioning. 

Senator Frear ? 

Senator Frear. No questions. 

Senator SparKMAN. Senator Douglas? 

Senator Doveras. I would like to address a question to Mr. Slusser. 

Your recommendations and the budget proposals of the President 
so far as public housing is concerned I think can be divided into two 
groups: the major recommendation which is that you do not ask for 
authorization for any additional — housing units, and a whole 
series of minor recommendations dealing with less important details. 

I was struck with the fact that while you defend your minor recom- 
mendations at great length that you allow the major recommendation 


1 On the basis of available data (p. 785, pt. 2, of hearings on the “Financial Condition of 
the United States,” Senate Finance Committee, 85th Cong., 1st sess.), the average effective 
rate of tax on publicly held marketable Government securities is 32.4 percent. 
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of the President to go forward without any further explanation or 
defense; namely, the paragraph on page M-52 of the budget. I am 
glad to see you have a copy of the budget this afternoon. 

Mr. Mason. We have, sir. 

Senator Doveras. Which you quote, saying that by the end of the 
fiscal year 1960 over 475,000 federally aided public housing units will 
be occupied by about 2 million people and the additional 110,000 units 
already authorized will be under contract but are not yet constructed. 
These 585,000 units should meet most of the demand for such housing 
by low-income families displaced by highway construction, urban 
renewal, or similar governmental action in the next few years. “I 
shall not ask for authorization for any additional units.” And you 
drop the matter at that point and go on. 

I am somewhat, if I may use a somewhat obsolete phrase, I am 
somewhat intrigued by the fact that you offer no justification for your 
major recommendation whereas you spend a great deal of time justi- 
fying the minor recommendations. I wonder if you would take us into 
your confidence and explain to us the reasons why you believe the 
public housing program should be — off with no further 
authorizations. I would like to have you defend that position with as 


much cogency and in as great detail as you have dealt with all these 
picayune matters that you have gone into thus far. 

Mr. Siusser. Well, Senator, the President and the administration 
in their statement have followed what has been accomplished in the 
past, what is being demanded of the agency at the present time, and 
projected that into what they feel will be needed in the next few years 


from the standpoint of new construction. We now have the 475,000 
units that are available for management and occupancy and there is 
110,000 units that are authorized not yet constructed. 

Senator Doveras. You are merely repeating the paragraph. 

Mr. Stusser. Let me finish that and then I will go on to your next 
question. You asked me why I went into the detail and I don’t recall 
the words you used in the balance of the statement. They were com- 
ments upon what has been presented in bills submitted to the Senate 
which we deemed would be helpful to the committee. 

Senator Doveras. That is, you don’t feel it necessary to justify the 
fact that in the administration bill there is no further authorization 
for public housing units ? 

Mr. Suusser. Not further than the President has expressed himself. 

Senator Dovenas. If I may be permitted to ask you a question: 
Do you offer this Senate committee any justification for failing to 
include further authorization for public housing ? 

Mr. Stusser. No, I do not beyond the President’s recommendation. 

Senator Doverias. Pardon ? 

Mr. Stusser. I do not go beyond the President’s recommendation. 
Senator Doveias. The President hasn’t justified his recommenda- 
tion. He just makes it, that is all. 

Mr. Stusser. Well, I think that is the justification, the fact that 
he made the statement that we had available—— 

Senator Doveias. Don’t you believe there are two branches of the 
Government at least, the legislative and the executive ? 

Mr. Stusser. Yes, sir. 

Senator Doveras. Are you saying that we should take the Presi- 
dent’s word without any further explanation or justification on your 
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part, that our sole task is to accept what is given to us without ques. 
tion? Is that your position that you do not have to defend the pro- 
gram or lack of program ? 

Mr. Stusser. No, sir; I do not intrude upon your rights, sir, as the 
architects of the legislation of this country. 

Senator Doveras. Can you help us in making this decision? Do 
I understand that you refuse to make any statement as to why no 
further public housing is needed ? 

Mr. Stusser. Nothing beyond the statement that there is available 
a certain number of units; others which have not been constructed 
are under contract. The total will serve relocation need over the next 
few years. 

Senator Doveias. That is arithemtic. May I ask this question: 
The President says these 585,000 units should meet most of the de- 
mand for such housing by low-income families displaced by highway 
construction, urban renewal, or similar governmental action in the 
next few years. The President does not say it will meet all the de- 
mand. How much of the potential demand will be met by a total 
of 585,000? Do you have figures on that ? 

Mr. Stusser. We have no figures on that. 

Senator Doucias. You have not tried to find out any figures? 

Mr. Stusser. We have nothing more than the demand that is made 
upon the Agency by the communities that are constructing: 

Senator Doves. How many families will be displaced by highway 
construction, urban renewal, and other construction underway ! 

Mr. Stusser. I wouldn’t have those figures. 

Mr. Mason. Mr. Steiner has these figures. 

Mr. Srerver. This was estimated in connection with last year’s 
testimony, sir, for a 3-year period at about a quarter of a million 
families divided about in equal thirds as to displacement by urban 
renewal, highway development, and other governmental action. 

Senator Douetas. These are people that would need new housing?! 

Mr. Sterner. They need relocation housing. 

Senator Doveras. And would not be able to find it otherwise? 

Mr. Srerner. They need relocation in some kind of decent housing. 

Senator Dovetas. And their incomes are insufficient to provide this? 

Mr. Sterner. Historically about 22 percent for the people displaced 
in the urban renewal program have ended up and been taken care 
of in public housing. 

Senator Dovezas. I want to know how many would qualify for 
public housing ? 

Mr. Srerner. About twice that number apparently qualify on the 
basis of early surveys. 

Senator Dovenas. Forty-four percent ? 

Mr. Srerner. Forty-five or fifty percent. 

Senator Doveras. That would be 125,000 in the next 3 years and 
then if this is continued you would have further number because the 
highway program is certainly not going to stop and I hope the urban 
renewal program is not going to stop. 

What proof have you 

Mr. Srerner. Senator, you have turnover in public housing of 
about 100,000 units a year. 
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Senator Dovenas. What proof have we that these 585,000 units 
would meet the demand for such housing? The President does not 
even claim that, he claims most of the demand. 

If he says it is going to meet most of the demand he must have 
some figures as to what the demand will be. You are saying that you 
do not have such figures. Is this just a guess in the dark, so to speak 4 

Mr. Stusser. Are you addressing the question to me? 

Senator Douguas. Yes. 

Mr. Siusser. It is not a guess in the dark, Senator. As I have 
said again and must repeat, we have met the demand that has been 
made upon us by local communities for public housing. There are 
contracts in these cities where you have urban renewal programs 
where they are not within 5 or 6 years of completing their construction. 

Senator Dovetas. I think that seems to strengthen the implication of 
my statement rather than the President’s recommendation. 

Are you familiar, Mr. Slusser and Mr. Mason, with the declaration 
of policy of the Housing Act of 1937 as it is amended ? 

Mr. Stusser. Yes 

Senator Doveias. Do you mind if I read it: 

It is hereby declared to be the policy of the United States to promote the gen- 
eral welfare of the Nation by employing its funds and credit as provided in this 
act, to assist the several States and their political subdivisions to alleviate present 
and recurring unemployment and to remedy the unsafe and insanitary housing 
conditions and the acute shortage of decent, safe, and sanitary dwellings for 
families of low income in urban and rural nonfarm areas that are injurious to 
the health, safety, and morals of the citizens of the Nation. 

I would like to make two points: In the first place, I think you will 
have great difficulty in proving that these 585,000 units will be sufficient 
to take care of low-income families displaced by highway construction, 
urban renewal, and so on. 

Second, I would like to point out that the purposes of the act are 
broader even than merely providing for housing displaced families. 

The housing program is also intended to take care of low-income 
families dwelling in unsafe and insanitary housing conditions even 
where they have not been displaced by public improvements. 

So, what I would like to ask is this: Do I understand by this that the 
administration does not believe in the declaration of policy of the 
Congress and that it wishes to substitute a differing declaration, 
namely, that it should only provide for a portion of those who are 
displaced by public improvements ? 

If so, why don’t you propose that as an amendment to the statement 
of policy instead of trying to negate the statement of policy by your 
practical program ? 

Mr. Mason. Senator Douglas, I believe the administration is not 
trying to evade its responsibilities under the law. It may be that there 
can be different interpretations as to the amount of this need and I 
think maybe this is or perhaps this is where the difference of opinion 
exists. 

Senator Dovenas. Let me say without trying to be too censorious 
that I think you failed greatly in your duty, both the Public Housing 
Administration and the Housing and Home Finance Agency in not 
presenting to the Congress figures as to the need in terms of both the 
number of displaced families and in terms of the amount of slum or 
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unsafe, insanitary housing now existing. In default of information 
from official bodies and from the executive departments, and we have 
found it very difficult to get any information from them, we shall have 
to proceed with the information that we have and you should not 
challenge that information in default because of your failure to give 
evidence of your own. 

Mr. Chairman, I regard this testimony as completely unsatisfactory, 

That is all. 

Senator SpARKMAN. Senator Bush ? 

Senator Busu. Mr. Chairman, first I would like to question Mr, 
Slusser with reference to page 3 of his report. Down in the middle 
of the page, on the subject of eliminating Federal supervision over 
budgets and the expenditures. It says there that there will be man 
instances where post-audits and disallowances will come too late to 
remedy the damage of an overbudgeted or nonbudgeted expenditure or 
obligation already incurred. Then it says for the type of items that 
would be involved you refer us to the 12 reports on local authority 
operations which have been made by the Comptroller General to the 
Congress. 

What is the nature of those reports?) What period do they cover? 

Mr. Srusser. About 3 years ago, the Comptroller General’s Office 
started auditing local housing authorities. These 12 reports are a 
part of the audits that they made of the operations of 36 local au- 
thorities. The remaining 24 reports will be made in the near future. 

Senator Busu. Are these bulky documents or what is the nature of 
them? Can you describe in general terms what these reports are? 
You haven’t a sample with you ? 

Mr. Stusser. No, I do not have. They have been filed with your 
committee, with the staff. 

Senator Busn. They have been filed with this committee ? 

Mr. Stusser. Yes. 

Senator Busn. Is this one of the reports, for fiscal 1957 ? 

Mr. Susser. That may be a report on the Federal Public Housing 
Agency. 

Senator Busn. All right, I wanted to identify that. They are 
similar to that. 

I would like to ask Mr. Steiner two or three questions. 

Can you summarize for us what States are now doing to assist their 
municipalities with urban renewal operations or programs ? 

Mr. Sterner. I don’t know that I can speak as to all States. There 
are not very many States that are doing a great deal. The State 
of Connecticut, as the Senator knows, has provided some funds; the 
State of Pennsylvania has provided some funds; I think the State of 
Illinois had some in the early days of the program; the State of 
Massachusetts reviews the local programs and acts on the plans before 
the projects go forward. 

There may be a few other States that are active. There are not 
very many. 

Senator Busu. Would you let us have a memorandum for the record 
giving us what information you have concerning State participation 
in these programs ? 

Mr. Sterner. Yes, sir; I will be very glad to. 

(The information referred to follows :) 
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ASSISTANCE PROVIDED BY STATES FOR LOCAL URBAN RENEWAL PROGRAMS* 


Connecticut 

State grants-in-aid aggregating up to $10 million are authorized for federally 
assisted urban renewal projects. The grant may equal one-half of the excess 
of the cost of the project as determined by the State development commission 
over the Federal grant-in-aid to the project. The grants will be allocated 
among the municipalities by the commission on the basis of need. 

The Connecticut Development Commission is authorized to provide State 
grants-in-aid equal to one-half of the net cost of redevelopment projects where 
the areas are being redeveloped for predominantly commercial or industrial 
reuse and do not qualify for Federal grants-in-aid. The aggregate amount of 
State grants-in-aid cannot exceed $5 million. The commission may also make 
advances of funds to local redevelopment agencies for up to 75 percent of the 
cost of surveys and plans in preparation of the projects which can be assisted 
under the law. 


Illinois 


The State provides direct grants to local land clearance commissions and 
housing authorities.for urban renewal projects and relocation housing. These 
grants are based on need and must be matched by the locality. The State 
also provides funds to localities for such activities as land assembly and aid 
to nonprofit housing corporations. Thirty million dollars has been appropriated 
and allocated for these programs, including $10 million for urban renewal 
projects. 


Massachusetts 


Provides for a guarantee by the State of the payment of notes and/or bonds 
issued by local housing authorities to finance the cost of relocation housing 
projects. ; 

A special State commission has been established to study State assistance to 
local communities during the planning phase of urban redevelopment. 

Provides for State housing board review of local urban renewal plans and 


supporting data before execution of a loan and grant contract with the Federal 
Government. 


New York 


The State is authorized to provide subsidies to municipalities to assist urban 
renewal. The commissioner of housing is authorized to enter into contracts in 
the name of the State to make periodic subsidies to a municipality to assist in 
the clearance, replanning, reconstruction, and rehabilitation of substandard and 
insanitary areas pursuant to any law authorizing municipalities to establish 
and carry out a Federal program of urban renewal with Federal aid. The sub- 
sidies will be payable only with moneys appropriated from the general fund of 
the State. No contracts for periodic subsidies shall be entered into in any 1 year 
requiring payments aggregating more than $360,000 in any 1 year. Further, there 
shall not be outstanding at any one time contracts for such periodic subsidies re- 
quiring payments exceeding an aggregate of $1,800,000 in any 1 year. This law 
became effective January 1, 1959. 

The State is authorized to make loans to cities, towns, and villages for urban 
renewal and low-rent housing for the aged, other low-income persons and 
families displaced by urban renewal, and other low-income persons and families. 
The creation of an additional State debt in the aggregate amount of $100 million 
is authorized. Twenty-five million dollars will be for loans for urban renewal, 
and $75 million will be for low-rent housing. No loan for urban renewal may 
exceed one-half of the local grants-in-aid which the city, town, or village has 
agreed to make under the provisions of the contract for Federal aid. The law 
became effective January 1, 1959. 


Pennsylvania 


Provides for State grants to redevelopment authorities in the furtherance of 
redevelopment projects. The grants cannot exceed 35 percent of land acquisition, 
development, construction, and preoccupancy costs. To carry out the program, 


tee ues not include State enabling legislation granting urban renewal authority to 
ocalities, raising local bonding limitations for urban renewal, permitting special local 
azing powers, ete. This summary is based on information presently available in the 


sens and Home Finance Agency, and is not the result of a comprehensive study of 
« aws. 
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the State has appropriated $12.3 million in the last 10 years, and has asgsisteg 
57 redevelopment projects in 36 localities. 


Rhode Island 


The Rhode Island Development Council provides staff advisory assistance to 


localities for developing redevelopment project plans. 
Puerto Rico 

The Commonwealth is empowered to convey public lands to the Puerto Rico 
housing authority or any municipal housing authority without remuneration ip 
connection with any low-cost housing or slum-clearance project. 

Senator Busn. Do you think that urban renewal is a proper subject 
for financial support by a State? 

Mr. Srerner. Yes; I think the States should participate in solving 
urban renewal problems. 

Senator Busu. How do you think we should encourage the States 
to undertake this responsibility ? 

Mr. Sterner. There is a recommendation in S. 612 that States be 
encouraged to establish agencies to assist the smaller communities 
and I think this would be a very fine way of beginning on that. 

Senator Busu. Do you think a provisions such as that in the bill 
which I introduced, S. 266, requiring priorities in Federal capital 
grants to projects where the States do help their communities, would 
encourage other States to follow the example of those who already 
are offering assistance ? 

In other words, the Federal Government would give priority to 
those projects in States where the States were willing to contribute 
themselves. Do you think that is a desirable bait, so to speak? 

Mr. Sterner. Certainly I think it is desirable for the States to help 
the cities in meeting this problem. Whether enough States are able 
and prepared to enter the picture financially at this time, as Conneeti- 
cut has, Iam not certain. I certainly think that they ought to go as 
far as the recommendation in S. 612 and which I think is also ineluded 
in some of the other pending bills. 

Senator Busn. Can you submit for the record a table by States 
showing all capital grant reservations now in effect and the fiscal 
years in which these cash outlays will likely oceur and in what 
amounts? Can you supply us with that information? 

Mr. Srerner. We can certainly supply the information as to the 
reservations outstanding by States. Predicting the actual years in 
which these reservations will mature as disbursements is rather hard 
todo. I think we could take a try at it, but it would have to be recog- 
nized that it would have to be very approximate as some of the pre- 
dictions would fall 3, 4, or 5 years hence. 

Senator Busn. Yes. 

Mr. Chairman, I think it would be helpful if we can have that 
information for the record. 

Senator SparkMAN. Can it be supplied ? 

Mr. Mason. It will be made available; yes, sir. 

Senator Sparkman. Without objection, if you will supply it we will 
place it in the record at this point. 

(The information referred tc follows :) 
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Senator Busu. I would like to ask Mr. Baughman a question or 
two. First, I would like to ask him what the inventory of FNMA 
mortgages is at the present time. What does FNMA hold in the way 
of mortgages in the two categories that you hold mortgages in ‘ 

Mr. BavugumMan. We happen to have three categories, Senator. 
We have a $2.1 billion portfolio in the management and liquidation 
function. 

Senator Busn. Repeat that, will you please / 

Mr. BavuGuMan. Two billion one hundred million dollars. 

Senator Busu. What account is that in ? 

Mr. Baveuman. Management and liquidation function. 

We have $1.4 billion in the secondary market operations. 

Senator Busu. Yes. 

Mr. Baucuman. And we have approximately three hundred and 
some million in the special assistance; very close to $400 million in 
special assistance. 

On top of that operation I think you have to understand we have 
outstanding commitments to purchase mortgages in the secondary 
market operation of approximately $80 million and in the special 
assistance functions of $1.5 billion so that gives you an idea of the 
size of it. 

Senator Busu. Special assistance is the third one you mentioned ? 

Mr. Bavenman. Yes, sir. 

Senator Busu. You said you had $300 million but in addition to 
that you have commitment for 

Mr. Baveuan. A billion and a half. 

Senator SparKMAN. He said they had almost $400 million. He 
said it was nearer $400 million than $300 million. 

Senator Busn. For $1.5 billion ? 

Mr. Baucuman. That is correct. 

Senator Busu. So that your commitments, including the $2.1 billion, 
the $1.4 billion, and the $1.5 billion run upward of $5 billion ? 

Mr. Bavenman. That is correct, with our total outstanding com- 
mitments and our portfolio it runs over $5 billion. 

Senator Busn. A little over $5 billion ? 

Mr. BaveuMan. Yes. 

Senator Busu. Can you give us your estimate of what the budget 
costs of FNMA will be to the Federal Government in 1960? 

Mr. BaueuMman. As far as our secondary market operations are 
concerned, of course, there isn’t any cost to the Government in 1960. 
On the management and liquidating functions, just through liquida- 
tion alone recepits run about $150 million a year. Under special 
assistance functions, I think the purchases are somewhere in the 
neighborhood of—I am sorry I don’t have it. I think it is about 
$560 million, something in there. 

Senator Busn. Through the special assistance funds. 

Senator SparKMAN. Will the Senator yield ? 

Senator Busn. I yield. 

Senator SparKMAN. I misunderstand, if the answer was responsive 
to the question. I understood Senator Bush wanted to know the 
cost to the Government of these operations; in other words, how much 
it costs us, what the loss is. Do I understand you to answer that there 
is a loss in the operations of either one of these functions? 
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Mr. BaveHman. Iam sorry. I thought he asked me what effect it 
had on the budget. 

Senator SparkMAN. I understood him to say what does it cost the 
Government ? 

Senator Busn. I said what is the expense in 1960. 

Senator SparKMAN. As a matter of fact, I thought you were trying 
to bring out whether it was a profit or a loss. Asa matter of fact, it is 
- actually a profit transaction, isn’t it ? 

Mr. Baucuman. That is true. 

Senator SparkMAN. All the way through. 

Senator Busu. You mean the overall ? 

Senator SparKMAN. Each of their functions, the total functions, 
I thought that is what you were trying to bring out and if so I didn’t 
think that is what we were getting. 

Senator Busu. If we, for instance, in the fiscal year 1960, purchase 
an extra billion dollars worth of mortgages under a special assistance 
program would that, Mr. Baughman, add to the budget cost of this 
operation? If it wasappropriated ? 

Mr. Baveuman. The figures I gave you would indicate that there 
will be no expenditures as far as expenditures are concerned in the 
1960 budget. 

Senator Busn. In other words, you have enough funds so that in 
discharging your obligations under the special assistance programs 
that you may have to help finance, you won’t need any appropriations 
or other authority to spend money than you already have? 

Mr. Baveuman. And that is the way the budget is set up, that 
includes the $335 million sales of mortgages out of the management 
and liquidating portfolio. 

Senator SparkKMAN. Would the Senator yield for just one sugges- 
tion ? 

Senator Busu. I yield to the chairman. 

Senator Sparkman. None of the bills before us provide any extra 
funds for FNMA for 1960. None of the bills being considered by 
this committee today carries such a provision. 

Senator Cuark. Is it not true that if the scheme for selling FNMA 
mortgages recommended by the President goes through that FNMA 
in effect will be contributing a good many hundreds of millions of 
dollars to the balancing of the budget through this device of selling 
capital assets and putting the receipts into the current operating 
budget ? 

Mr. Bavenman. I think that is not correct. I think the $335 mil- 
lion will help offset what we are obligating ourselves to purchase over 
and above what we otherwise get out of our liquidating funds. 

Senator CriarK. But the net result, however, is, is it not, that 
FNMA’s operations will help balance the 1960 budget ? 

Mr. Baucuman. The fact is that FNMA/’s operation will show 
no expenditures for the year. 

Senator Crark. They will, however, show considerable receipts 
which will help balance the budget, isn’t that right ? ] 

Mr. Bavenman. Well, if you do not have any excess expenditures 
over receipts, it is just even-Steven. 

Senator Crark. It is my understanding that you propose to sell 
a L rit part of your portfolio mortgages, isn’t that correct, $335 
million 
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Mr. BaveuMan. That is correct, but we also expect to buy a lot 
of mortgages so one offsets the other. 

Senator Cuark. You do not expect to sell any more than you buy? 

Mr. Baveuman. No, sir. 

Senator Crarx. How about this arrangement we had a lot of testi- 
mony about this morning of trading mortgages for Government 
bonds ? 

Mr. Baveuman. That is included. 

Senator Crark. It is difficult for me to believe the testimony this 
afternoon is consistent with the testimony this morning. 

Senator SparKMAN. Senator Bush? 

Senator Busu. I think it is perfectly clear that the sale of those 
mortgages puts money back into the pocket that it came out of to 
buy those very mortgages that were under discussion this morning; 
there is nothing unusual or new about that. 

Senator Ciark. There is another and new procedure, we will get 
at it later. 

Senator Dovetas. Will the Senator yield for a minute? 

Senator Busu. I yield to the Senator from Illinois. 

Senator Dovetas. On page M45 of the budget, second column, there 
is listed a budget expenditure for 1959 of $678 million so that the 
operations and purchases of FNMA in 1959 are being listed as a 
budgetary expense. For 1960 there is no budget expenditure listed. 

Does this mean that you do not purchase any mortgages or does 
it mean that the mortgages which you purchase will not exceed the 
$335 million which you will sell and get Government bonds for? 
And if the latter, is not Senator Clark’s question this morning very 
much to the point, mainly that were it not for the sale of this $335 
million you would show some budget expenditures for FNMA in 
1960 which you now avoid doing by means of this exchange of bonds 
for mortgages ? 

Mr. Baveuman. There are two operations that affect Govern- 
ment 

Senator Dovetas. Am I right or is Senator Clark right or wrong? 

Mr. BaugumMan. You are wrong. 

Senator Doveras. What? 

Mr. BaugHMAN. You are wrong. 

— Dovp.as. I will be interested as to why this is so. Go 
ahead. 

Mr. BaveuMman. There are two operations of the association that 

_affect expenditures in Government, namely the management. and 
liquidating functions which are liquidating mortgages for the Treas- 
ury, and the special assistance functions which are purchasing mort- 
gages. Under both we are getting some returns on the payment of 
the mortgages. In the management and liquidation—I don’t have 
these exact figures—that is about the amount you get back through 
liquidation each year. 
_ Now when we purchase mortgages under the special assistance, that 
isan expenditure. The $150 million, of course, is a receipt. Add the 
$150 million plus the $335 million and whatever other liquidation 
you may have—one offsets the other. 

Senator CiarK. This isn’t the way you did it last year when you 
had a $678 million expenditure. You must be doing something dif- 
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ferent this year. The President said in his message that he expected 
to balance the budget by a sale of capital assets, it is right in there. 

Mr. Baveuman. I didn’t say that it didn’t have some effect on the 
budget, I said that the operation shows no net expenditures for the 
year. 

Senator Crark. I do not want to pursue it any further, Mr. Chair- 
man, 

Senator Sparkman. May I ask something to clear my own thinking 
with reference to this $600-and-some-odd million shown last year as 
an expenditure. As a matter of fact, you did have last year money 
made available to you directly that did represent a budget expenditure, 
didn’t you, in the form of $1 billion that we made available for the 
special assistance ¢ 

Mr. Bavenman. That is true, in the form of $1 billion and, of 
course, that amount runs up to July 1 of 1959 before you get out of 
that period. 

Senator SparKMAN. Senator Bush? 

Senator Busu. Mr. Chairman, is this item of approximately $5 bil- 
lion which is the total of these commitments including portfolio and 
obligations to commit, does that represent a high point in the commit- 
ments of FNMA? In other words, Have there been times in the 
past when they had a greater commitment than this $5 billion-odd. 

Mr. Baveuman. I do not recall any, Senator, but there may have 
been. I think back in the 1950°’s we may have had something like 
that, 1949 or 1950. 

Senator Busou. When do you make your year-end report on this 
agency ; June 30? 

Mr. Baveuman. Yes; June 30, and December 31 we put out semi- 
annual reports. 

Senator Busu. Would you let us have for the record then, at your 
early convenience, a statement of these total commitments of FNMA 
as of the end of each year for the last 6 years, including your esti- 
mate now of the commitments that you just gave us in the record? 

Mr. Baveuman. Yes, sir. 

Senator Busn. I have no further questions. 

Senator SparkMaNn. Mr. Baughman, may I supplement that by ask- 
ing that you place in the record at this point a profit and loss state- 
ment? I mean just a simple table that will show us the net effect 
of your operations over the same period of time, and likewise a figure 
that will represent the sum total during the entire time you have been 
in operation. 

Mr. Baveuman. Right, sir. 

Senator SparKMAN. I think it would be most informative to many 

yeople to learn that your operation has been one that not only has 

fat a great deal of stability to the home-mortgage market but has 
actually resulted in profit, money profit, to the Government of the 
United States. 

(The information referred to follows :) 
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Federal National Mortgage Association—Mortgage portfolio, commitments out- 
standing, net income last 6 calendar years 


SECONDARY MARKET OPERATIONS! 


{Dollars figures in millions} 


Year-end Year-end | Year-end 
Year | mortgage j|commitments} portfolio and | Net income 
portfolio at | outstanding | outstanding | during year 


cost commitments} 


ie ae shgocdpsehinn 322. 6 | 1, 402. 5 | 


TOTAL FEDERAL GOVERNMENT PROGRAMS? 


! 


1953 ; : $2, 461. 6 | $637.9 | $3, 099. : 








| 
5 | $30.5 
1954 : 2, 461.7 | 475.7 2, 937. 4 | 30.8 
1955 Se . 2, 555. 4 | 49.9 2, 605. 3 | 34.5 
1956 ES ; eel 2, 423. 2 | 76.9 2, 500. 1 36.0 
1067.... # 3 cepemtenatl 2, 361. 4 597. 1 2, 958. 5 | 35. 0 
1958. . ees 2. 556.2 1,497.7 4, 053.9 | 26. 4 
A. Management and liquidating functions: 3 } | 
1953 aoe ee ae 2, 461. 6 637.9 3, 099. 5 30.5 
1954 re es oes 2, 461.7 475.7 | 2, 937.4 30.8 
1955 aoe SA 2 555.4 42.8 | 2, 598. 2 34.4 
1956_ Spee Pete ees Lepr: Des 2, 417.7 8.1 | 2, 425. 8 35.3 
BE, i, asia ite ste in eh ee ae | 2, 289. 9 apis | 2, 289. 9 31.0 
1958 eters soke et 8S oY a 2, 138.7 13.6 
B, Special assistance functions: * | 
1953 hae ae ic I ac a i ee a ae be hiaudiiceisnneans 
a x bc seated 8 Shia Es kbs Bee aateedadooe Sart edhe Min sSbatonaaibndl 
1955 ; “ ae cick. eS eke a (© a 7.1 oa 
1956 aed nabekeaeks cae oe 5 68.8 | 74.3 | ae 
1957 fie ewe ae) Set eee 71.5 597.1 | 668. 6 4.0 
er. te ass Perey Sort nse 417.5 1, 497.7 | 1, 915.2 | 12.8 


1 Of the $20,500,000 net income during the period, $6,600,000 was paid in dividends ($5,200,000 to U.S. 
Treasury and $1,400,000 to holders of common stock) and the balance of $13,900,000 represents the Dec. 31 
1158, undistributed earned surplus. 

2 Of the $193,200,000 net income during the period, $114,600,000 was incorporated into a reserve for losses 
and contingencies. All the benefits and burdens incident to the administration of the management and 
liquidating and special assistance functions inure solely to the Secretary of the Treasury- 

‘Of the $175,600,000 net income during the period, $107,400,000 was incorporated into a reserve for losses 
and contingencies. 


‘Of the $17,600,000 net income during the period, $7,200,000 was incorporated into a reserve for losses 
and contingencies. 





Senator SPARKMAN. Senator Clark? 

Senator Ctark. Mr. Chairman, I know we are operating under a 
pretty tight time ceiling. 

Senator SparKMAN. Let me say, I do not want to hurry. I think 
all of this is material, I think the more we bring this out, the better 
understanding all of us will have of these operations. These are the 
people who run the program. I would like to get the information 
from them. You may recall when I announced these hearings I 
asked the members of the committee to be ready to meet morning, 
afternoon, and night, and Saturday, too, if need be. If we don’t 
finish this afternoon, these gentlemen can come back tonight. I will 
join with you right here tonight, or if you prefer we will finish it up 
Saturday. 

Senator Crark. Thank you, Mr. Chairman. 
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I do have some questions I want to ask. I would just like to say 
in respect to Mr. Slusser’s statement, which was largely confined to 


a rather bitter attack on your bill, Mr. Chairman, and mine, that wit- - 
nesses representing the local authorities and the mayors will be before - 


this committee later with a detailed rebuttal of what Mr. Slusser 
has had to say. I do not think I am going to try to bring their case 
out by a cross-examination of Mr. Slusser. 

Senator Sparkman. I believe they are scheduled to be here 
Tuesday, the 27th. ; 

Senator CrarKk. Let me say to Mr. Slusser, in all friendliness, I 
know he used to be a mayor himself and I know he has a fundamental 
sympathy with the underlying public housing program. I appreciate 
very well that he is a captive of the Bureau of the Budget and to some 
extent a captive of the White House. As a loyal subordinate he has 
to follow the instructions that he gets, so anything I say to you, sir, 
is certainly not intended personally in any way and I hope you will 
understand, 

I will say without regard to motivation which I would never want 
to attempt to question, that in my judgment the Public Housing 
Agency has gone almost mad on the subject of detailed control by the 
Federal bureaucracy of local situations in which the Federal people 
would have been far better advised, in my judgment, to keep their 
hands off. That will be developed by the testimony of the local peo- 
ple, who had to suffer at the hands of that bureaucracy, at a little 

ater date. 

I would also just like to make this comment, that again in my judg- 
ment, if the philosophy, which Mr. Slusser has given us the benefit of, 
were to prevail, we might just as well give up our efforts to clear our 
slums, redevelop our cities, and make it possible for every American 
family to live in the safe and sanitary home. The end result is goin 
to be to bring the program to an waa if this philosophy is to prevail. 

I would like to ask just a few general questions of Mr. Slusser and 
let us see if we can get our minds in agreement on the basic facts. 

It is true, is it not, that urban renewal projects cannot go forward 
under the law unless displaced families are assured of decent, safe, 
and sanitary housing? 

Mr. Stusser. That is correct. 

Senator Crark. And it is also true that Mr. Cole who just resigned 
as Administrator of HHFA estimated that more than half of the 
families ee by urban renewal and more than half of those dis- 
placed by all public action have incomes so low that they could qualify 
for public housing if public housing units were available ? 

Mr. Stusser. I don’t know the exact figures. 

Mr. Mason. Substantially correct, Mr. Clark. 

Senator CiarKk. Substantially correct, I think Mr. Steiner testified 
to that effect a few minutes ago. 

Senator Sparkman. That is in the hearings we had last year. 

Senator Crarx. You will remember, Senator. 

Senator Sparkman. I am sure that in the hearings we held last 
ear, some of which were held in Portland, Maine, Senator Muskie’s 
tate; several of which were held in my State; and in Philadelphia 

and Pittsburgh; and Senator Douglas held some in Illinois; it was 
proved beyond a doubt that the difficulties was the lack of housing of 
a safe and sanitary nature into which to move these families who were 
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being displaced by public action of one sort or another. I think that 
Mr. Mason has accepted Mr. Cole’s figure that half of the families 
displaced by urban renewal have financially so low an income that 
they can qualify for public housing, and I think our testimony showed 
that private housing is not available for these families. 

There are only 110,000 authorized public housing units which have 
not yet been built ; is that not correct ? 

Mr. Stussrr. That is right. 

Senator SparkMAN. And Mr. Cole has estimated that the need for 
public housing units by reason of the replacement program alone, 
without regard to anything except urban renewal, was at the rate 
of 75,000 a year. I assume Mr. Cole knew what he was talking about; 
isthat correct ? 

Mr. Stusser. I don’t know what his figures were. 

Mr. Mason. Substantially correct. 

Senator CriarK. So in effect if the present program goes through, 
and if these 110,000 additional public housing units are filled, we 
will have less than a 2-year supply of public housing with which to 
meet just the replacement needs of the urban redevelopment, the high- 
way, and the aks governmental programs; is that not correct ? 

Mr. Mason. Senator Clark, might I say that there is the substan- 
tial turnover in occupancy of public housing which will help to relo- 
cate displaced families, and which should be added to your figures. 

Senator Ciark. I appreciate the turnover, I know it is high. But 
I think you will agree with me that it does not make much sense to 
say with respect to turnover that every vacancy should be filled by a 
family displaced by a governmental program and that no family can 
get into public housing, regardless of how unsafe or unsanitary their 
present home is unless everybody being relocated should be taken 
care of first, because that would bring an end to all of the efforts 
tocomply with the policy declaration of the Housing Act of 1937. 

Mr. Mason. You were being very factual and very correct and I 
wanted to be sure you had that figure. 


Senator Ciark. I am happy you made your suggestion because I 
think it was pertinent. 


Mr. Stussrr. I would like to comment on that, Senator. First of 









































































































ill, I would like to say to you that I was not attacking your bill or 
; Senator Sparkman’s, I was merely doing the same thing you are doing 
: now, making comment about the provisions as we see them from an 
7 operating viewpoint and with a view of assisting the committee in 
recommending sound legislation for the program. 
Senator CiarKk. Let’s leave the word “attack” to the jury and let’s 
hot you and I try it. 
d Mr. Stussrr. Now, as to the question you just brought up, I think 
you must take into consideration what has been history and what is 
istory. 
The slum-clearance program was originally authorized in the 1949 
st § wt. This year was the 10th year from the original authorization 
5 Senator Ciark. You will agree, won’t you, and I will interrupt 
ia nly briefly, that it only got off the ground 2 years ago? 
as r. Stusser. No; I won’t agree with that because I have seen 
of § Sum-clearance sites that are 4 and 5 years old. 
re 


Senator Crark. Yes; but this just began to snowball throughout 
the country 2 years ago? 
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Mr. Stusser. That is right: but the point I want to make in rela- 
tion to what you were saying is that I can only go on history as it has 
presented itself to the Agency, and that at this aime and over the last 
2 years, there has not been a demand upon the Agency for low-rent 
housing in excess of the authorization which we have had. 

Senator Cirark. Mr. Slusser, you and I know why we disagree about 
that. I say that your Federal bureaucracy has killed all efforts, all 
legitimate efforts, of local authorities to meet your requirements, 
That your centralized process and your rigorous restrictions and 
everything that you have been doing, and I know this because I was 
a mayor at the time, has just made it impossible for the city to com- 
ply with your requirements and apply for the public housing sites, 

You and I disagree about that, but let’s face it. 

Mr. Stusser. I will disagree because what you call bureaucracy has 
existed since the enactment of the Housing Act in 1937 and yet 
450,000 units of low-rent housing have been constructed and are under 
management at the present time. 

Senator Crark. I do not want to make this political and you do 
not, either, but a very great change occurred in the whole operation 
of the FHHA operation in the early days of January 1953. You 
may not agree and you have a right to do that. 

Mr. Susser. I am not going to dispute your opinions on that. 

Senator CiarkK. Let’s et back to this question. Do you know how 
many unsafe and insanitary housing units still exist in the country?! 

Mr. Stusser. Only by a gener al census figure which is, I believe, 
somewhere in the neighborhood of 10 million. I don’t want to be 
pinned down. 

Senator Crark. That is the figure which is in my mind, too. 

Mr. Stusser. I think that is what they refer to as the number of 
substandard housing units. 

Senator Crark. Do you think we can make any real progress in 
eliminating those 10 million unsafe and insanitary dwelling units 
without any further public housing construction ? 

Mr. Siusser. My understanding ‘from the testimony this morning 
is that some progress has been made. I know in our own program 
that the ioidiagetant of new housing and the removal or habia 
tion of substandard housing through equivalent elimination is about 
equal. 

Senator Crark. That isn’t what I asked you, Mr. Slusser. 

Do you really think we could make any real progress in eliminat- 
ing u nsafe and insanitary housing in America, 10 million units, for 
low-income groups who ¢ and you know they can’t just 
as well as I do—new cedion. without a substantially increased public 
oo. program ? 

Mr. Stusser. I don’t have an answer for that. 

Senator Crark. What? 

Mr. Stusser. I don’t have an answer for that. There are many 
factors that could be involved. You have your State programs; there 
are many other things that could be done. 

Senator CLark. You know the State programs—— 

Mr. Stusser. I don’t think the entire burden should be placed on 
public housing. 

Senator Ciark. I am not. putting the burden totally on public hous- 
ing, either. I don’t want to press you any further because I know the 


very | 
tlons, 
think 
know: 
sanita 


stand 
Mr 
don’t 
Ser 
Mr 
publi 
the de 
Mr 
Ser 
Mr 
Sei 
to ste 
basic 
Pl 
Mr 
make 
Sir 
total 
have 
basis 
If w 
tenar 
back] 
Se 
insan 
abou 
units 
The 
hous 
70,00 
auth 
M: 


“quail 


ing ¢ 
Se 
Se 
have 





HOUSING ACT OF 1959 159 


very difficult situation under which you have to answer these ques- 
tions, but I am going to say it for you. I do not say you know, but I 
think I know, and I think every qualified observer of this program 
knows of our problem. That we are never going to get a safe and 
sanitary and dncten home for every American family if we do not 
build a lot more public housing. 

If you want to publicly disagree with that now is the time to do it. 
If you would rather reserve comment just do that and I will under- 
stand. 

Mr. Srusser. I want to stand on the comment I made before. I 
don’t think public housing is going to solve the total problem. 

Senator Crark. Neither do I and that is not what I asked you. 

Mr. Slusser, you know the extent of the backlog of applications for 
public housing? In other words, how many families are knocking on 
the door of public housing units and not getting in? 

Mr. Stusser. We do not have that figure. 

Senator CLuark. Don’t you think you ought to have it? 

Mr. Stusser. That is a figure each local housing authority 

Senator CiarK. Yes, but the President has made a recommendation 
to stop all further construction of public housing without having that 
basic statistic in front of him; is that correct ? 

Please, again, I am not after you. 

Mr. Stusser. I appreciate that, but I know you are also trying to 
make points that I do not think are quite the fact. 

Since the beginning of the program the agency has never kept the 
total number of sutstisiitens that the local housing authorities may 


have had. I can only report, Senator, that we must operate on the 
basis of what the community is requesting of us for their community. 
If we can take your city of Philadelphia, whatever your backlog of 
tenant applications may be for low-rent housing, you still have a 
backlog of contracts that are not even under construction. 

Senator Crark. I understand that. We have 70,000 unsafe and 
insanitary dwelling units in Philadelphia out of a total supply of 

2 


about 600,000. The reason we cannot get any more public housing 
units is because of the Federal bureaucracy, there is no doubt about it. 
The fact that they are not under contract is not the fault of the local 
housing agency, In my judgment. We are never going to get those 
70,000 units rehabilitated unless we get some more public housing 
authorization. Don’t throw Philadelphia at me. 

Mr. Susser. I am only using Philadelphia because you are ac- 
quainted there. I can say the same thing to Senator Douglas regard- 
ing Chicago. 

Senator Ciark. I yield to the Senator from Illinois. 

Senator Doveas. Is it not true that the local housing authorities 
have to report to you as to what their backlog of applications is. 

Mr. Stusser. We don’t keep current records of such information. 

Senator Doveras. Don’t they have to report to you ? 

Mr. Susser. I don’t recall any such form of reporting. They tell 
me no. 

Senator Doveras. How can you operate your program without 
having this material ? 

Mr. Siusser. We depend upon the local authority. 

Senator Dovaras. Don’t you require the local authorities to give 
you any figures as to what the unfilled applications are? 
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Mr. Stusser. We do when they ask for additional housing. In 


such cases our staff would take into consideration the tenant applica- . 


tions pending at that time in determining the need for additional units, 
For operation purposes, we don’t keep current records of the total of 
pending applications which, as you will appreciate, would become 
obsolete from day to day. 

Senator Dovetas. I am startled. I would think, Mr. Chairman, 
this was a confession of gross inefficiency. 

Mr. Stusser. If you are talking about the applicants for entrance 
into low income housing, no such records have been maintained in 
the history of the Agency. 

Senator Dovuetas. That is right, whose applications are filed. 

Senator Crark. All through, Mr. Slusser ? 

I would like to leave the public housing section of our discussion, 
Mr. Chairman, with the observation that it seems to me to be clearly 
established that the President of the United States has recommended 
to Congress that the public housing pregnant be brought to a halt 
without having the necessary facts before him to determine whether 
that recommendation is justified or not. 

Senator Sparkman. If the Senator will yield, since we are talk- 
ing about public housing, am I not correct in my recollection that last 
year—that is, in the 1958 housing proposal—the administration did 
make the recommendation that we continue with the units that had 
already been authorized with the idea of using them up over the 
next 3 years, I believe it was? 

Mr. Stusser. That is correct. 

Senator Sparkman. Do I understand correctly that in the present 
ere of the administration we would not continue to use those, 

ut would drop them right where they are today ? 

Mr. Siusser. Our authorization, Senator, would expire on June 30 
of 1959—of this year. We lost 10,000 units out of our last years au- 
thorization because they were not requested by the local authorities 
and by reason of the fact that the housing bill was not enacted last 
year. The present 35,000 units, by all indications, will be contracted 
for by June 30. I mean by this the annual contribution contracts, 
not the construction contracts. 

Senator Sparkman. Would that mean, then, that the net loss out 
of those authorized would be the 10,000 that we lost last year ? 

Mr. Suusser. Yes, sir. 

Senator Sparkman. My proposal would take exactly what the ad- 
ministration had last year, wel: add 1714 thousand. That is what it 
would amount to, would it not? It would be a net addition of 17% 
thousand. 

Mr. Suusser. That is right. 

Senator Sparkman. All right. 

Senator Ciark. I yield to the Senator from Connecticut. 

Senator Busxu. I wouldn’t want to let that last remarks of the Sen- 
ator from Pennsylvania stand without making an observation. 

I don’t think anybody would interpret reasonably the testimony 
here as reflecting the attitude of this administration of bringing the 
public housing program to a halt, and I think that the chairman of 
this committee, whose bill only provides an additional 17,000 units, 
would say the fact that his bill only provides for that, would indicate 
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that there was any general feeling abroad that the public housing 
program was going to come to a halt in the next fiscal year. 

So I would just like to object to that statement as a matter of 
record. 

Senator Crark. Let me ask my good friend from Connecticut if 
he does not agree that the administration bill does not authorize any 
further public housing units to be constructed ? 

Senator Busu. Of course, it is perfectly clear that it does not. It 
doesn’t call for any additional authorizations for the reasons, though, 
that they stated, and for the reason that the only difference between 
the administration bill and Senator Sparkman’s bill is 17,000 units. 
I voted here for 135,000 units in past years. 

Senator SparkKMAN. Would you correct your statement? It ac- 
tually would be a little better than 27,500, because my bill would pick 
up the 10,000 that we lost last year. 

Senator Busy. I am only quoting what was in your bill. All Iam 
trying to show is that the difference is very, very narrow, and does not 
justify the conclusion that my good friend from Pennsylvania so 
emphatically stated it did. That is all. There is no halting of the 
program involved. 

Senator CiarKk. I would rather continue the discussion with my 
good friend from Connecticut in some more privately cloistered hall. 

Senator Busn. I would be delighted to do that. 

Senator CiarK. I don’t want to have the last word necessarily. All 
I am saying is that when the administration comes in and recom- 
mends we don’t build any more public housing units ever, I think Iam 
justified in saying the administration is going to kill the public 

ousing program without knowing the basic facts. 

Now the Senator disagrees with him, and that is his privilege. 

Senator Busu. I only disagree with you in that that isn’t what the 
administration said ; they didn’t say ever, they said now. 

Senator SparkMAN. The Senator from Pennsylvania wanted to 
move to another subject. 

Senator Ciark. I won’t even say anything about 1961. 

I would like to turn to urban renewal, I am not sure whether this 
question should be answered by Mr. Steiner or by Mr. Mason, but 
I would like to turn your minds, gentlemen, to the problem of the 
rationing which you imposed, of necessity, on September 9, 1958, a day 
hallowed by another event, to wit, the election of Senator Muskie to 
the Senate; a more favorable auspice, I think, than the rationing. 

Mr. Mason. Do we withdraw the Black Tuesday now ? 

Senator Ciark. It was Black Tuesday everywhere except in Maine. 

Just how does this rationing work? Which of the cities were cut 
back, and how much were they cut back ? 

Mr. Sreiner. Senator, I don’t have the list of cities with me; I can 
furnish it for the record. 

Senator CiarK. I would appreciate it if you would let me see it and 
then we will put it in the record. Will you send it up to me, please? 

Mr. Srerner. Yes, sir. 

(The information referred to appears on p. 737.) 

Mr. Srerner. We did have at this time—on September 9 we had 
applications outstanding in the amount of $382 million. This was 
against a situation in which, as we all know, there was no new housing 
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bill; there was $54 million left over of unused authority from previous 
years. The President released the $100 million reserve that had beep 


provided in the act. We had, therefore, a total of only $154 million . 
to go forward on. There was this backlog of $382 million; the rate of . 


receipt of applications less the rejects and withdrawals in the previous 
year had indicated a rate of about $40 million a month. So we had 10 
months to go on this current fiscal year. 

We would normally anticipate the difference between new appli- 
cations and rejections and withdrawals as $400 million for that period. 
We were faced with an outlook, with a combination of this unsatis- 
fied waiting list and anticipated receipts during the remainder of the 
year on the old system, which would aggregate something around 
$750 million, perhaps, with an authority of $154 million available, 
no new authority from the Congress, and a presidential program at 
the rate of $250 million recommended for the year. 

In other words, the apparent demand seemed to be about three 
times the program level recommended by the President with no new 
program level established by legislation. 

So, in the face of this situation, we thought we had to have this 
rationing. 

Senator CLark. Let me interrupt for a second. 

I am not objecting to your rationing. I want to know who got 
clipped. I am not saying you didn’t ration right. I want to know 
who got clipped, and how. 

Mr. Sretner. Yes, sir. We would have to try to reconstruct the 
waiting list that consisted of the $382 million 

Senator CuarK. Is that a major administrative undertaking? 

Mr. Sterner. I think it may be possible to do that still. 

Senator CiarK. I would like to have it done. 

Mr. Sterner. We can show for each city how much money it was 
requesting then, and how much money it has received as of the end of 
December. 

Senator Cuark. What is the present backlog of grant reservation 
applications in dollars? 

fr. Srerner. Yes, sir; my figures are end of December figures, 
which are the best I have. There is about $73 million roughly un- 
satisfied applications received within the formula and about $111 mil- 
lion received in excess of the formula on a standby application list 
which we have established. 

Senator CrarK. Is that all? You mean you only have grant reser- 
vation applications of less than $200 million ? 

Mr. Srerner. That is the situation as of the end of December. 

Senator CLark. Don’t you think those grant reservation applica- 
tions must: have been slowed down by the fact you ran out of money? 

Mr. Srerner. Well, that is hard to say. Let me add that we are 
not approving any more applications now. As of the end of Decem- 
ber there was $23 million left which we felt had to be set aside as 
reserve for projects already going ahead. 

Senator CrarK. Let me try to get it out of you another way if I 
can’t get it out that way. 

If we took the lid off and you didn’t have to ration, in your judg- 
ment what would be the total of the grant reservation applications 
coming in during the balance of this fiscal year and during the whole 
of 1960 fiscal vear? 
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Mr. Srerner. Well, as I said before, the best thing I have to esti- 
mate with is the experience of the last fiscal year before we had 
the formula in effect, and that indicated a rate of receipt of applica- 
tions less the rejections and withdrawals of about $40 million a month. 

Senator CLarK. Or $480 million a year. 

Mr. Srerer. That is the rate indicated by the experience of last 
fiscal year. 

Senator CiarK. So the rate of applications totaled roughly $480 
million per fiscal year before you had to put the lid on it; is that right ? 

Mr. Srerver. That was our fiscal 1958 experience before we had: any 
formula impact on the situation. 

Senator CLiark. Now the applications in fiscal 1958 were substan- 
tially in excess of the applications for 1957, were they not? 

Mr. Srerver. I don’t have ‘that figure. I think it is probably 
correct. 

Senator Ciark. Well, the applications of fiscal 1957 were substan- 
tially in excess of the applications for fiscal 1956, were they not ? 

Mr. Srerner. I don’t have those figures with me, § Senator. The 
program, as you have indicated, has been growing quickly over recent 
years. 

Senator Ciark. That is the point I want to make. The program 
had really just gotten underway in terms of the smaller- and medium- 
sized cities. Before the last 3 or 4 years it was largely the great big 
cities which were interested in this. As a result of a public educa 
tional program we have now begun to get off of the ground on a 

national basis a salutary program in the best interests of the American 
people. The effect of the administration’s proposal is to kill that 
program first by slow strangulation through the administration bill 
which is going to require States and localities to make commitments 
they haven’t the financial ca vability to meet. 

Secondly, when you kill the public housing program and you don't 
have any modern program, you are never going to be able to relocate 
the people the urban renewal, highway, and other governmental pro- 
grams are going to displace. 

I would like your comment on that. 

Senator Busn. Would the Senator yield ? 

Senator Ciark. I would be happy to. 

Senator Busy. I would suggest the administration introduce a 
bill, S. 65, which would immediately provide $100 million of new 

capital author ity for the urban renew al program, and w ould hope the 
. Senator would join me in getting that bill through quickly so there 
would be no handicap involved. 

Senator CrarK. I think the Senator is at least aware of, if not in 

accord with, the hope of our chairman, which is to get an omnibus bill 
through the Congress. I have every confidence that our chairman 
will be able to do that. 
_ Senator Bus. I think it would assure the availability of this money 
immediately, which is very much needed, if we could get this bill 
through and provide these funds for this very fiscal year, rather than 
delay “what may be a very long time to get an omnibus bill through 
the whole C ongress, and possibly not get a signature that would make 
it law. 

Senator CLark. I welcome the suggestion, my friend. I repeat, I 
am unable to concur. 
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Mr. Srerner. Senator Clark, I would like to respond to your ques- 
tion. 


Senator CiarKk. I wish you would. 

Mr. Sterner. I do not think that the administration’s proposals are 
tantamount to killing the program. I think a good program can go 
forward under the administration proposals, possibly not as quickly 
as it might at a greater program level, but I certainly think that a 
program can go forward and it would not be killed. It can bea 
worthwhile program under the administration recommendations. 

Senator CiarKk. You really think you are going to be able to find 
relocation housing ? 

Mr. Srerner. We have succeeded in doing so to date. 

Senator CrarK. That isn’t what I asked you. 

Mr. Sterner. It is not aserious problem at the present time. I don’t 
anticipate—— 

Senator Ciark. You don’t think it is a serious problem in Pitts- 
burgh? I know it is. You don’t think it is a serious problem in 
Portland, Maine? Iknowitis. 

Mr. Srerer. I was in Pittsburgh a few weeks ago, and they have 
done a marvelously fine job of clearing the lower-hill project and 
moving families from it. 

Senator Ciark. They have done a marvelous job of clearing the 
lower-hill project—period. 

Mr. Chairman, I would like to turn back to a subject we had under 
discussion this morning with Mr. Beverley Mason, which had to do 
with section 221 housing. One of our efficient assistants has furnished 
me with a copy of the monthly locality reports on FHA operations 
under section 221 as of November 30. 

I would like to have that appear in the record at this point. 

Senator SparKMAN. Without objection, it will be included. 

(The table referred to follows :) 


Monthly locality report on FHA operations under sec. 221—Cumulative report on home mortgage dwelling units, U.S. summary for the month 


ending Nov. 30, 1958 
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Senator Ciark. From that report I have had prepared a table of 
the need certifications of the section 221 program as of November 30 
in the States east of the Mississippi, and north of the Ohio. I find 


that out of a total of 86,923 need certificates issued, 33,075, or somewhat ~ 


less than half of the certificates are from that area in which a substan- 
tial majority of the people of the United States live, and that the num- 
ber of starts in that area is only 1,222 out of a total of 8,036. As we all 
know in regard to need certificates—to issue a need certificate is one 
thing; to get something started is another. 

I would like to offer this table for the record at this point, Mr. Chair- 
man, if I may. 

Senator Sparkman. Without objection, that will be placed in the 
record. 

(The table referred to follows :) 





Sec. 221 program in States east of the Mississippi and north of the Ohio 
[As of Nov. 30, 1958] 


Need cer- | Starts Need cer- | Starts 
tification tification 








RI oo ecdaciwkncme 915 Re CN i Ja os eS 1, 300 0 
DD ile meal. 200 oid eee 9, 007 416 
District of Columbia--. .___-- 3, 525 0 || Pennsylvania... : 6, 830 34 
a Benois baci 2,316 7 |} Rhode Island - doen 275 | 0 
i sitar ac pelosi ovis 90 0 || Wisconsin___- ee 2, 080 | 0 
I oo oi cn bees ie : 1, 450 | 0 | |———______|—___ 
Massachusetts _............_..] 90 | 0 | Ri tet = 33,705 | 1,222 
Michigan _______- : : 2, 227 | 765 U.S. total. 86,923 | 8,036 
New Jersey ---- ; 3, 300 0 |) 






Senator CLark. Of those 1,222 starts, 1,181 are in the 2 States of 
Michigan and Ohio. So that if we exclude those 2 States, we have 
less than 100 starts in the most heavily populated States of this 
Nation. 

In my State there were 34; in Senator Douglas’ State there were 7; 
there weren’t any in New York; there weren’t any in New Jersey; 
there weren’t any in Wisconsin; there weren’t any in Maine. Let us 
say, though, that maybe these starts have some significance. 

Do you know whether a single displaced family has moved into a 
section 221 project? Do any of you gentlemen know that? I am 
going to hazard a guess that there hasn’t been a single displaced fam- 
ily move into a section 221 project in a State north of the Ohio and 
east of the Mississippi. I could be wrong because I am just —_~ 
some speculating. If I am wrong, I would be happy if you woul 
bring the true facts forward tomorrow if you don’t have them today. 

Mr. W. Bevertey Mason, Jr. I think to answer your question we 
have to realize that in those areas that you are talking about it has 
been very difficult to get the program going because of the $10,000 
limitation. ; 

Senator Crark. In other words, the section 221 program is not 
suited to the area east of the Mississippi and north of the Ohio, is it! 

Mr. W. Bevertry Mason, Jr. No, sir; that is not what I said. I 
said the $10,000 limitation has made it very difficult to build houses 
under section 221 in areas like Chicago, Cleveland, high-cost areas, 
and, therefore, we have proposed in this bill that this $10,000 limita- 
tion be increased to $12,000, and we feel that if this is done, that the 
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program will be able to go forward there as it has in other sections of 
the country. 

Senator CLark. How long has section 221 been the basic law? 

Mr. W. Bevertey Mason, Jr. It has been since 1954. 

Senator CLtark. When did you first make your recommendation to 
increase it from $10,000 to $12,000 minimum cost ? 

Mr. Norman Mason. Last year. 

Senator SparKMAN. I think it was included in last year’s proposal. 
As a matter of fact, it was placed in the Senate bill and it is in my 
bill. 

Senator Crark. I yield to the Senator from Illinois. 

Senator Dovetas. I think the Senator from Pennsylvania has made 
an extraordinarily important point in showing the large numbers of 
certifications of need north of the Ohio and east of the Mississippi, 
as compared with the very small number of starts. 

He has correctly pointed out that if we exclude Michigan and Ohio, 
there have only been 41 starts in this entire area. I have done a little 
figuring here and there were 22,571 certifications of need in States 
north of the Ohio, and east of the Mississippi, other than Michigan 
and Ohio; 22,751 certifications of need, and only 41—four one— 
starts. 

I think that is a pretty clear indication of the inadequacy of the 
present section 221 program as a means of taking care of those who 
have been displaced Scamaan of public improvements. 

Senator Ciark. Thank you, Senator. 

Senator SparkMAN. Will the Senator yield to me for an observa- 
tion ? 


Senator CiarK. I would be very happy to. 

Senator Sparkman. I, of course, know nothing about the situa- 
tion in the area that he has described. I can easily see that the pro- 
gram might not be effective in that area. Some of the first section 
221 housing built in the country was built in my hometown; I saw 


it go oP t was used for replacements, and we have used it quite 
successfully. However, I know of no better place to offer this sug- 
gestion. The people who own property in the slum areas and sell 
out can afford to move into a section 221 house. But the person who 
is renting property in that slum area that is being cleaned out cannot 
afford to buy a section 221 house. It seems to me that that is where 
4 great part of the need for available public housing units comes in. 

enator Ciark. The Senator is entirely correct, and I am sure he 
will agree with me that hardly anybody who lives in a slum area owns 
their house. 

Senator Sparkman. A great many of them do not. As a matter 
of fact, my guess is that most of the slum areas exist in the United 
States because of the high capitalization of the rents. 

Senator Crarx. And the ability of the slum landlords to make 
an awful lot of money out of them. 

Senator SparKMAN. That is another way of saying it. 

Senator CrarKk. Perhaps less politely. 

Mr. Beverley Mason, would you mind turning to page 4 of your 
prepared statement at the bottom of the page, to your discussion of 
the section 207 amendments. 

Do you have any figures as to how many section 207 projects have 
been started, and how many have been finished ? 
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Mr. W. Bevertey Mason, Jr. This current year? 

Senator CiarKk. Ever since the section went into the act. 

Mr. W. Brvertey Mason, Jr. Yes, we can give you that. I don’t 
recall them. 

Senator CiarK. I would be happy to have it. 

Would your general observations concur with mine that section 
207 has been relatively ineffective in supplying adequate rental hous- 
ing, either for housing displaced families, or generally ? 

Mr. W. Brvertry Mason, Jr. Section 207 in the past year and a half 
has had a very good pickup. I don’t have the figures with me, but 
I do recall seeing the figures, and I can say that T think you would 
be pleased with the figures if you saw them. It does show a sub- 
stantial increase in the last year and a half. 

Senator Crark. I would be happy if you would furnish that state- 
ment also, broken down on a geographical basis. 

Mr. W. Brevertey Mason, aa. Yes, we could do that. 


(The information referred to follows :) 


Tite II, Sec. 207 


State distribution of construction started, number of dwelling units, 1954-58 


1954 | 1955 1956 | 1957 | 1958 1954-58 


Alabama 

Arizona 

Arkansas 

California 

Colorado 
Connecticut 
Delaware 

District of Columbia 
Florida ‘ 
I ine terse Stews am dates a eopeans aii 
Illinois _- 

a a a tad 
Iowa 

Kansas 

Louisiana 
Maryland. 
Massachusetts 
Michigan 
Minnesota 

Missouri 

Nebraska. 


- 


S-8esenahae 





we 
5 cd 

- 

B8enS85 

we we 








SN. is ctaccsimcime ump btnninnnnealeblis 


Pennsylvania 
South Dakota 
Tennessee 





Washington 
Wisconsin 
Hawaii 


1 Reflects amendment. 
Source: Federal Housing Administration, Division of Research and Statistics, Statistics Section. 


—_—_ 


Alabama- 
Arizona. 
Arkansas. 
California 
Colorado. 
Connectic 
Delaware 
District 0 
Florida. - 
Georgia... 
Illinois... 
Indiana. 


Louisian: 
Marylan¢ 
Massacht 
Michigar 
Minnesot 
Mississip 
Missouri. 
Nebraske 
New Jers 
New Yor 
North Cs 
North D: 
Ohio-._- 
Oklahom 
Oregon... 
Pennsyl\ 
Rhode Is 
South C: 
South D 
Tenness¢ 
Texas... 
Utah. _- 
Vermont 
Virginia 
Washing 
West Vi 
Wiscons' 
Alaska.. 
Hawaii. 
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State distribution of insured project mortgages, total construction 


Oe -  a 


Year 1958 | Cumulative through Dec. 31, 1958! 


Project Amount | Units | Project Amount Units 





$2, 966, 800 
5, 543, 400 
1, 817, 500 

37, 189, 109 
1, 307, 400 

16, 437, 735 
5, 849, 719 

10, 961, 500 
1, 842, 500 
8, 499, 000 

29, 449, 600 

10, 197, 850 
2, 476, 300 

Kansas. - - | 1, 943, 041 

Kentucky 2, 974, 200 

EE a 5, 966, 897 

Maryland 15, 551, 443 

Massachusetts 7, 5, 002, 300 

Michigan 5 : 37, 744, 551 

ION, isco tbc alia dinsemanqontaionnase 5, 687, 312 

Mississippi = eile . B - 

3 , 848, 927 
2, 631, 200 
37, 793, 303 

182, 979, 641 

North Carolina ee 12, 460, 100 

North Dakota 121, 400 

| 21, 645, 627 
461, 750 
, 749, 800 

Pennsylvania 28, 391, 507 

Rhode Island aos eee . 114, 000 

South Carolina | | s , 000, 000 

South Dakota 348, 3 3 686, 900 

Tennessee , 839, 510 

30, 266, 628 

150, 900 
394, 200 
, 924, 790 

Washington 786 , 238, 549 

West Virginia- 760, 600 

Wisconsin 330, 3, 682, 757 

, 328, 602 

, 732, 300 


Zoo8 


ng eA ek 


Connecticut 
Delaware 
District of Columbia 


tN 
rho 


223 
‘888% 


_ 
bo Orb 


Bee 
SE5 























119 | 135, 618, 222 629, 645, 148 97, 132 
| } 


' Includes 34 existing construction projects containing 5,939 units which were insured for $21,392,801. 
Source: Federal Housing Administration, Division of Research and Statistics. 


Senator Ciark. Do you know how many of these section 221 starts 
have been finished ? 

Mr. W. Brvertey Mason, Jr. I don’t know that. I do know that a 
‘number of the projects have gone ahead and been finished, and have 
been largely occupied by displaced persons. 

Senator Crark. You are going to get us the details of that. 

Mr. W. Brvertey Mason, Jr. Yes, we can give you that. And it 
has been fairly good. The record has been fairly good. We have had 
a good record of displacees moving into these completed projects. 

(The information referred to follows :) 
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Tirie II, Sec. 221.—State distribution of project mortgage operations, number of 
dwelling units, cumulative to Dec. 31, 1958 





| 


Multifamily housing project mortgages 


Location | | 

| Commit- Construction| Commit- 
| Applications | ments Insured started | ments out- 
| Standing 
! 


mndnnteinil 


a cleans — 

Connecticut 

District of Columbia 

Ohio 

Pennsylvania. 

‘Tennessee _ __- 

Wisconsin. 

East of Mississippi and north of | 
a ee ee 


Total 


Mortgagors certified for occupancy, sec. 221 home mortgages insured by FHA, 
September—December 1958 


Number of dwelling || | Number of dwelling 
units units 


—__-—_ — ~ _ (—_—_ —— 


Total Certified || | Total | Certified 
insured mortgagor | ; insured | mortgagor 
} occupants | occupants 


Alabama Y | 55 || North Carolina_.........- 
OO Ee eae ; North Dakota............ | 
SR gocccmonaes pal j 
Delaware 

District of Columbia. - -- 
EE ae | 
ea | 
Kentucky 2s Bt PR nnncacedvtccen 
Michigan 9 27 || Wisconsin 

Missouri. - - 5 
New Jersey ¢ yy eee re 

New Mexico... a — 
New York | Total 





NoTE.—As reported on FHA mortgage credit reports. 


Source: Federal Housing Administration, Division of Research and Statistics, Statistics Section. 


Senator CrarKk. I would like to have that total also on a geo- 
graphical basis, if we may, so we could complete this exhibit I put in. 

It is clear to you, isn’t it, that there is a substantial need for rental 
housing for low-income families, whether it be public housing or hous- 
ing for families with incomes slightly above the public housing maxi- 
mum both, to house displaced families and also to enable those who 
are still living under slum conditions, who have not been dislocated, 
to move into safe and sanitary housing. 

Mr. W. Bevertey Mason, Jr. Yes, sir. We recognize that, and the 
provisions of the bill that we are proposing introduces a profit type 
of rental housing for the first time into section 221, in addition to 
the nonprofit type that we have had previously. We feel that this 
is going to pront! for the need which you speak of. 


Senator Ciark. There was a difference of opinion between us as to 
how much of a need ; there would be hardly any. 

Mr. Mason. I simply wanted to get into the record the fact that we 
have had an increasing volume of home ownership in America, and 
when I was younger, which was a few years ago, the figure was down 
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around 40 — and now it is up to better than 65 percent of 
Americans that own their homes. 

I don’t mean to refute the need for rental housing by saying this, 
but to point out that the need for rental housing is not as great as it 
was 15 years ago. 

Senator Ciark. Mr. Mason, I will just comment that I am happy 
to know of the increase in home ownership, and I share your satisfac- 
tion in it, but I think you really appreciate that the need for rental 
housing is largely in lower income groups who never could afford a 
house, and probably never will be able to buy a house. 

That is where help is needed. It is in these relatively expensive 
houses that are being built at prices from $12,000 up that we find the 
great increase in home ownership. That, of course, is due to the pros- 
perity of this country—that this ‘country has sustained by and large 
since the end of World War II. I wonder if you will agree that we 
haven’t provided safe and sanitary houses at all for lower income 

‘oups. 

Mr. Mason. The need for rental housing does exist also in our large 
populated areas. In these areas this is the sensible thing to have. 

Senator Ciark. That is true because of our ambulatory population 
where junior executives are being moved from city to city and don’t 
want tobuy. This isthe kind of luxury housing 

Mr. Mason. We are concerned with getting America’s cities re- 
vitalized, as you point out, and this is middle income as well as 
luxury. 

Senator Crark. As a good Republican, I am sure you will agree 
Lincoln is right when he said the Government should do for people 
what they cannot do for themselves. 

Mr. W. Bevertey Mason, Jr. Could I add something to that? 

Senator CuarKk. Yes, indeed; I wish you would. 

Mr. W. Brevertey Mason, Jr. On the matter of progress made in 
housing this lower income group, I would like to comment that several 
years ago the National Association of Home Builders undertook a 
nationwide program to interest their members in producing this low- 
cost type of housing, and we participated in that program with them. 
Ihave seen very encouraging results of that in the years since. 

I can cite housing in Memphis, Tenn., that has been put on the 
men for $6,400; new, decent, adequate housing, at as low a price as 

6,400. 

In Corpus Christie, Fort Worth, Dallas, many places, in the south- 
- eastern part of the country, we have had a great deal of success in this 
low-cost program. 

Senator Ciark. Yes, that is fine; but, of course, that was enor- 
mously helped by the money that the Congress put in the kitty last 
year over the President’s objections to it. 

Mr. Mason. Yes, it was, onatan 

Senator Crark. There are some of us who are a little bit worried 
as to whether they are building slums of the future under those proj- 
ects; I hope not. 

Mr. Mason. We don’t think they are. 

Senator Crarx. Mr. Beverley Mason, could I now ask you to turn 
to page 15 of your statement? That is where you oppose the provi- 
sion in my bill, S. 195, to authorize the FHA to acquire home mort- 
gages if that action will avoid foreclosure and to approve extensions 
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under certain conditions. I would like to ask you if you are familiar 
with the report of the House Committee on Banking and Currency 
relative to the Housing Act of 1958 in that regard ? 

Mr. W. Bevertey Mason, Jr. No, sir; I have not read that. 

Senator Cruark. I think I can brief you on it pretty quickly. 

The House committee recommended the identical provision which 
is in my bill, and it was in the bill as it reached the floor. They said 
that in their opinion the FHA program is lacking in proper safe- 
guards to assure that a deserving homeowner will not lose his home 
because of unemployment which is not permanent. 

And they point out the marked difference between the FHA and the 
GI loan programs. Under the Veterans’ Administration program 
this provision does exist. 

I wonder why you feel that FHA should not have the same oppor- 
tunity to help mortgagors who were in trouble because they have lost 
their jobs than the VA program had ? 

Mr. Mason. We went into this at some length before. The point is 
that in FHA the lender has a whole year to go with a borrower before 
he has any need to foreclose on him—13 months, in fact. 

Then, if the man is out of work, as in the case of the telephone 
strike in the South, in these areas FHA is happy, always, if lenders 
ask, to give lenders permission to go further than this. 

Now the lender in this case has an obligation to do good servicing; 
he has a financial risk—the lender has a financial risk because he may 
lose his interest. We will guarantee the principal but not the interest, 
and we think this is proper. We don’t think that these lenders should 
be encouraged to throw up their hands at the first minute and turn 
this over to the Government. The Government sits far away; the 
local lender knows the local person, and we believe that this procedure 
that we now have works well, and all we can say is that we have been 
going for 25 years; true, we have been going in relatively good times, 
but we have had some bumps during this period, and we have had 
some areas of the country where conditions have been bad, and we 
have had no real trouble with people who have been forced out of 
their homes by a Government which has been too severe because of its 
guarantee. 

Senator Ciark. Let me ask you to comment, then, on the following 
article which appeared on the 31st day of July in the Delaware Valley 
Advance; it is relatively short; I will read it. 

The title is “People in Trouble” : 


Those 300 sheriff sales recorded in Levittown so far this year do this region 
in particular and the Nation in general no good. 

Regardless of the self-styled opinions of bankers and others as to why this situa- 
tion has developed, we think people in trouble need sympathy and encouragement. 

These newcomers to Bucks County, many of them young, first-time homeowners, 
may have been guilty of overextending themselves and of otherwise questionable 
personal debt management. But experience is a stern teacher. Many of these 
people have learned a bitter lesson. 

The group which journeyed to Washington last week in behalf of a bill author- 
izing FHA to take over mortgages that would otherwise be foreclosed, and extend 
a moratorium on payments to the unemployed, deserves commendation. 

People who fall behind on mortgage payments do not do so because they want to. 

They are in real trouble. We think they deserve another chance to keep their 
homes intact if at all possible. 


If those people were veterans, they could keep their homes. 
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Would you like to comment on that? 

Mr. Mason. Yes, sir. 

These were not FHA loans either, and this is the kind of thing that 
we are continually fighting against. These are people who were sold 
houses under what we call contracts for sale where the terms are such 
that they cannot qualify under FHA standards, and the seller seeks 
by this means to get these people to buy a house without making any 
very substantial downpayment, and he accumulates their downpay- 
ment over a period of time. If these had been FHA loans there would 
have been no problem at all. 

Senator Ciark. In other words, you are telling me that of these 300 
Bucks County loans, not one of them was an FHA loan ? 

Mr. Mason. This project in Bucks County was one of the title 9 
war projects that was built, and these sales were by a man who had an 
FHA loan, but they were not FHA loans, because the new buyers 
couldn’t qualify under the terms of FHA. 

We will not accept contracts for sale; that is what FHA is supposed 
to do away with, this business of people getting involved and getting 
in over their heads, and people having second mortgages or contracts 
beyond the normal procedure. 

Senator CuarK. In other words, you are saying to me that this 
Bucks County situation which I told you about was not an FHA 
situation ? 

Mr. Mason. Senator Clark, if this is the project—and I am sure 
it must be—that I am thinking of, that was not an FHA loan. 

Senator CiarK. All I can say is, those people who came down to 
see me certainly thought it was an FHA loan. They could have been 
wrong. 

Mr. Mason. Yes,sir, they did; I agree with you. 

I talked with these people; I talked with one of these people who 
was a writer for a Trenton newspaper. He thought he had an FHA 
loan. 

I am told it wasn’t an FHA situation. These were not individual 
FHA mortgagees. 

Senator SparKMAN. The FHA loan ran to the builder who owned 
the whole project. 

Senator Ciark. But the provision in the Rains bill, and the provi- 
sion in my bill, would enable the FHA to take care of the situation 
in the future. 

Mr. Mason. No. As I understand your bill, it would apply only to 
_ Mortgages on individual homes. They did not have FHA loans. 

Senator Cuark. I am still not clear why you resist giving your 
agency the same privileges and powers to help people in trouble that 
the VA has. 

Mr. Mason. I think the reason I am doing this is because the pro- 
ram has worked 25 years; it has worked well, and it puts responsi- 
ility on the lender to service his loan well. 

We like the lender to have coinsurance in loans, and we would like 

the lender to have some responsibility with his individuals at home. 

Senator CiarK. My interest in this is somewhat affected by the 
existence of 475,000 unemployed Pennsylvanians, and the relief rolls 
of my State approaching a million, and the need for a little compas- 
sion in the administration of Government programs. 
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Mr. Mason. Senator, excuse me. I just wanted to add that we 
have in cases in Detroit, when we had an automobile strike of some 
duration, in the South where we had labor troubles, and in the drought 
areas where FHA has shown compassion. It has that ability now 
in a little different way than the VA program. 

Senator CLrark. Thank you very much, sir. 

I have one more question, which is born of my inability to under- 
stand a proposition appearing on page M-52 of the Budget, that was 
also commented on by one of the witnesses, which is a suggestion to 
aid nonresidential urban renewal projects by authorizing $150 million 
in loan commitments to assist loan agencies to obtain financing from 
private sources. 

This is described in some of the testimony as a guarantee. I don’t 
understand how it would work, and I wonder if somebody would try 
to break it down into words of one syllable ? 

Mr. Mason. Mr. Steiner will do that. 

Mr. Srerner. Senator, this proposal is to deal with areas of blight, 
deterioration, that have no substantial housing involvement. Sub- 
stantially deteriorated commercial and industrial areas which are not 
suitable for rebuilding for housing. 

Under the proposal this type of project would work the same as 
any other type of urban renewal project up to the point of completion 
of the actual project execution. 

In other words, there would be the planning that would be handled 
by a planning advance under the present law (planning grant under 
the Administration proposal) , the same as other projects. 

The necessary working capital to undertake the execution of the 
project would be obtained through a temporary loan, then you would 
get down to the same kind of bookkeeping at the end of the project 
that you get to now under an ordinary urban renewal project. 
we Cxiark. Where would you get the money for site acquisi- 
tion 

Mr. Sterner. That would come out of the temporary loan. 

Senator Crarx. Advanced by the Federal Government? 

Mr. Sterner. Yes, sir. Then when you get down to the final state- 
ment and have all the expenditures offset by gains, that is the money 
recovered from selling the land for the new uses, as in any project, 
you have the net project cost which is ordinarily divided one-third by 
the locality and two-thirds by the Federal Government. There would 
be no grant in this type of project. 

It would be possible, however, for the locality to fund all of the net 
project costs, three-thirds, with what is referred to, I think, in S. 612 
as a refunding loan to run for not more than 10 years. This would 
give the locality an opportunity to recover the net project costs out 
of the increased tax increment over a 10-year period. 

Senator Crark. This refunding loan would be made by a private 
banking institution. 

Mr. Sterner. We would expect it would be made like our temporary 
loans, that the locality would borrow in the private market, pledging 
a loan contract with the Federal Government, which is the way our 
temporary loans are made now in most cases. 

Senator CiarK. So that if the locality defaulted, the Federal Gov- 
ernment would have to pick up the tab? 
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Mr. Sterner. Yes, sir. re 
Senator Ciarx. But the proposal contemplates the local municipali- 
ties paying 100 percent of the cost of industrial or commercial rede- 
velopment; is that right 

Mr. Srerner. In the long run the locality would pay 100 percent of 
the net project cost out of increased tax increment from the develop- 
ment. 

Senator CiarK. This is another part of the slow strangulation proc- 
ess, in my judgment. 

Thank you very much, Mr. Steiner. 

Mr. Sterner. I think this is an entirely new proporel, Senator, to 
meet a new problem that we can’t do anything with now. 

Senator Ciark. At the present time we have the skid row provision 
which allows 10 percent of the urban renewal development money to 
go into this kind of development, do we not ? 

Mr. Sretner. Perhaps I haven’t made that clear. The administra- 
tion doesn’t propose to change that. 

Senator CLark. We do, and you don’t like what we want to do. 

Mr. Sretner. Correct. 

Senator SparKMAN. Senator Proxmire? 

Senator Proxmire. I would like to ask Mr. Beverley Mason and Mr. 
Baughman about something they said in their statements. 

On page 4, as well as on pages 6 and 13 of Mr. Beverley Mason’s 
statement, he makes reference to an increase in the maximum permis- 
sible interest rates, I presume it is from 4% percent to 5%. Isthat con- 
sistently throughout, or is that only true in the cases where the figure 
is mentioned ? 

Mr. W. Bevertey Mason, Jr. This, sir, is for rental housing, and we 
would not go to the 5% percent. In general, we have a latitude here, 
the upper limit of which we do not reach. It is entirely possible that 
under this authorization, if granted, a 5 percent rate would be about 
right, or 4% perhaps might be about right for the section 207 type of 
project, and this, of course, is a matter of reducing discounts so it is 
possible to go ahead with the program. 

Senator Proxmire. I am asking, not only about the section 207, I 
am asking, of course, also about the housing for the elderly and Cape- 
hart housing. 

Mr. W. Brvertey Mason, Jr. Section 213 is also included; the co- 
operative housing. 

Senator Proxmire. And the Capehart would also go to 4%? 

Mr. Mason. No change in the Capehart. It is below the ceiling. 

Senator Proxmire. On page 14 under “Extension of armed services 
program,” the second paragraph begins: 

Section increases maximum permissible interest rates under title VIII in line 
with the changes proposed for other multifamily programs. 

Mr. Mason. I am sorry, Senator, you are correct. 

Senator Proxmire. I am a little puzzled about that. I understand 
Capehart is moving at 4%. Why should there be a request for an 
increase in there? 

Mr. Mason. It is desirable to have the rental housing projects with 
the same general terms. That is the reason that it is put in in this 
way. Itis desirable to have flexibility under the statute, and the maxi- 


mum amounts proposed are not on current needs. The current 
854825914 
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rate is 4% percent and, of course, these enjoy a much better market 
than regular rental housing loans. 

Senator Proxmire. Is it fair to say that the purpose and effect of 
this recommendation increasing the interest rate 1s to increase the pro- 
duction of homes, to eliminate the discount feature and have the 
interest rate so-called true interest ? 

Mr. W. Brevertry Mason, Jr. This is to increase the production of 
housing by increasing the interest of sponsors in rental housing, 

Senator Proxmire. Are you in a position where you can anticipate 
a further increase in interest rates without coming back for further 
statutory permission to increase the rate? Do you follow me? If 
there is a further increase in the market rate of interest. 

Mr. W. Brevertry Mason, Jr. We think that this upper limit of 
514 percent is ample and we don’t expect to go to that. We would 
not expect to go over 5. 

Senator Proxmire. Would you favor the entire removal of the 
maximum; say, a free rate? 

Mr. Mason. Senator Proxmire, we would, but we don’t think it is 
feasible to make such a proposal. 

Senator Ciark. Not realistic. 

Mr. Mason. Not realistic, as Senator Clark says. 

Senator Proxmire. Do you feel that when you increase the interest 
rate, there is any element of retarding production, inasmuch as you 
might by higher interest rates price yourself out of income markets? 

Tsn’t there a tendency in that way ? 

Mr. Mason. Senator Proxmire, this would only be true if we com- 
manded the interest rate field, if we were in such a dominant position 
that we commanded it. We don’t think that would be true. It is 
true, of course, that the higher the costs the less number of people you 
can serve. But the costs are there now in rental housing; businessmen 
are paying discounts above the interest rate when they want to build 
rental housing under our program. 

Senator Proxmie. I want to view this from another standpoint. 
I am looking at it from the standpoint of investors, the builder of 
the homes. As the interest rate goes up the builder is less likely—— 

Mr. Mason. Not the builder, sir; the person who suffers is the 
individual who is going to rent the apartments. 

Senator Proxmirr. To the extent that he can pass it on to the rental, 
yes, I see. I would like to go on a little further to Mr. Baughman’s 
statement on page 3 where he savs it is his belief that the Federal 
Government, acting through FNMA, under its special assistance 
functions, should always encourage and, when necessary, should sup- 
plement private investment in the mortgages with respect to which 
FNMA special assistance is available; it should never discourage or 
supplant private investment in such mortgages. He goes on to point 
out that inflexible statutory controls on prices and fees and charges 
have in the past made it difficult, at times almost impossible, for 
private investors to compete with Government-financed purchases of 
even the more desirable of such mortgages. 

I take it from that statement that the position of the administration 
is that the interest rate should be determined in a free market, sub- 
ject, of course, to the policies of the Federal Reserve Board. 

Mr. Bavcuman. Well, rather than enter into the discussion on the 
interest rate we are talking about the purchase of mortgage and using 
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Government money in the purchase of mortgages. The Housing and 
Home Finance Administration is making a very determined effort to 
try to secure private financing in connection with some of these 

rojects, urban renewal in particular, and as long as FNMA has been 
Scher and pays more than the local market will pay for the mort- 
gages, we can’t get private investors interested. So as an overall 
project we are trying to get more private financing into these deals 
and we think it is absolutely necessary as time goes on that we do 
have more private financing. 

Senator Proxmire. I can understand the objective. Yes. What 
I am saying is that the consequences are, aren’t they, that Federal 
Reserve policy, to a very great extent, determines housing policy in 
this country. As they Solna the interest rate great encouragement 
is given to the housing industry, as they increase interest rates, hous- 
ing starts are discouraged and quite decisively so, sir? 

Mr. Bavcuman. Well, of course, the cheaper you can buy a thing, 
any commodity or any price, naturally you sell more of it. 

Mr. Mason. Senator Proxmire, you are right, the greater the avail- 
ability of money, not necessarily the price, but the greater the 
availability of money, the greater number of housing projects is built 
and all our figures for America will show you that. 

Senator Proxmire. And that policy is determined—the availability 
of money is determined—by the Federal Reserve Board. 

Mr. Mason. Well, I am not a great economist, sir, and I won’t 
argue this with you, there are arguments on both sides, I am sure. 

Senator Proxmire. In view of the clear—at least it seems clear to 
me—influence of Federal Reserve policy on housing policy, is there 
any kind—I recognize, of course, the independence of the Federal Re- 
serve from both the Congress and the administration—is there any 
consultation, is there any direct kind of information exchanged be- 
tween housing authorities and the Federal Reserve Board ? 

Mason. Can I tell the little story that said to people who talked to 
me about being Commissioner of FHA when I was that. I used to 
say I looked at the record of the things I could do according to the 
law, including changing the interest rate, and realized that I could 
do all these things, but if I did, the next morning I probably wouldn’t 
be the Commissioner. We do confer with other agencies in discussing 
matters like this, like the market, for instance, we always confer with 
the Treasury Department, the Veterans’ Administration, the Home 
Loan Bank Board, the other forces in the market, to find out what 
. they are thinking before we take any action. 

Senator Proxmire. Have you talked to Governor Martin in the 
last year? 

Mr. Mason. Yes, sir. 

Senator Proxmire. You have talked to him about the—— 

Mr. Mason. Although I generally talk to Mr. Balderson, I would 
say. 

Senator Proxmire. You regularly and systematically do? 

Mr. Mason. Yes; regularly and systematically I meet in a com- 
mittee with these people to discuss what they are doing and the effect 
of it on the economy. 

Senator CLtarK. Would the Senator yield? 

Senator Proxmire. I yield to the Senator from Pennsylvania. 
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Senator Ctark. Mr. Mason, have you taken the opportunity to point 
out to Mr. Balderson or Mr. Martin the effect of high interest rates 
upon the housing ? 


Mr. Mason. Yes, sir; I would say that we have discussed this with — 


all of these kinds of people, certainly. 

Senator CuarK. And you, I hope to the extent that you are able to 
do so, have encouraged them to cut the interest rate? 

Mr. Mason. I don’t know as I would say I had encouraged them to 
cut the interest rate because I don’t believe that they believe that they 
control the interest rate either. 

Senator Proxmire. Their policies certainly have an enormous in- 
fluence on it. 

Mr. Mason. This policy has an influence on it, I think that is the 
more proper way. 

Senator Proxmire. Since they are in accord, they are the only Gov- 
ernment instrumentality that does influence the interest rate. 

Mr. Mason. As I say, I am not a great economist. I won’t argue 
with you. 

Senator Proxmire. They have justified their policy of elevating or 
lowering interest rates. 

Mr. Mason. I believe there are a lot of things that affect the amount 
of money that goes into housing besides the action of the Federal 
Reserve Board. I find, for instance, when we had a great policy of 
making ship loans, a great number of ship loans made, this drew 
money that could have gone to the housing field. When we have a 
great production going on and new factories, this draws money from 
the housing field, it affects the interest rate to an extent, but it decreases 
the amount of money that is available and the amount of housing 
that can be built. 

Senator CiarK. Do you think it is an overstatement to say that the 
housing is at the bottom of the totem pole, that it gets cut back first! 

Mr. Mason. I would not say so. 

Senator Proxmire. Do you feel it is an understatement to say that 
housing is far more sensitive to fluctuations in interest rates than 
such things, for example, as business expenditures on plant and 
equipment ¢ 

Mr. Mason. Senator, I don’t want to argue this point, and I realize 
that interest rate indicates volume of money, but it is primarily the 
case of financing rather than the interest rate that controls, in my 
summation, the volume of housing. Now, they are related, these two, 
as I am sure—I won’t argue with you in this. 

Senator Proxmire. But from the standpoint of the demand for 
housing, interest rate fluctuations have a perfectly enormous effeet on 
ire pripe of housing, does it not? A change of 1 percent? 

Mr. Mason. Senator, from a statistical point of view it should have 
and does have unquestionably an effect on the number of people that 
could buy housing when you increase the interest rate as much as 
quarter of a percent, but I will say to you that the real effect on the 
volume of housing in this country, according to all the charts that I 
have had prepared and I have considered quite seriously and given 
some serious study on this, it is ease of financing, the volume of money 
that is available. 

Interest rate changes have their effects, but the great effect is 
whether you can go to the lender and get the money. If you can do 
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that that means more housing. I say to people who come to me and 
say is this a good time to buy a house? The good time to buy a house 
is when you can get it financed easily. 

Senator Proxmire. I want to come back to that for just a minute, 
because it seems to me it has tremendous implications for monetary 
policy. If you can eliminate these discounts and so forth, then it may 
very well be that monetary policy will be totally ineffective. Be- 
cause if you increase interest rates, according to your theory that may 
not have major, but a primary or fundamental effect. How is it go- 
ing to stabilize our economy? How is it going to cut demand? It is 

erfectly obvious from our statistics that it has no effect on business 
shale sometimes the statistics indicate only the contrary. 

Let me just get into one more point. There is a very interestin 
article in the Nation’s Business in the January 1959 issue and I woul 
like to—— 

Mr. Mason. By Mr. Robinson Newcomb. 

Senator Proxmme. Yes, the title is “Government Restricts Housing 
Growth” and the charge is that America probably is underbuilding by 
probably two hundred or three hundred thousand units a year because 
of Federal action. I would like your comment on that charge. The 
Government can manipulate loans and banking operations to prede- 
termine the number of coe starts. 

Mr. Mason. I do not believe it can. 

Senator Proxmire. I want to come back to statistics given by Mr. 
Robinson. Through manipulating the $17 billion housing industry it 
also can influence the $50 billion construction industry. I assume 
since the answer to the first part is no, the answer to the second part 
is no. 

Mr. Mason. Let me qualify my first statement. I mean, obviously 
it can have some effect but not a major effect. 

Senator Proxmime. Not a major. 

Mr. Mason. Obviously I won’t say that the Government can’t have 
any effect on the volume of housing because it could make such restric- 
tions as it did in wartime, for instance, which cut out the housing. 

What Mr. Newcomb is talking about is not anything as serious as 
that. 

Senator Proxmire. This article points out that in response, or at 
least in coincidence the fluctuations in the interest rate and other 
terms, and I suppose other friction in the failure to respond properly 
is a factor, nevertheless that FHA starts veered up 45 percent one year 
- and down 40 percent, VA up 95 percent and down 53 percent. Would 
you say that is entirely the result of the fluctuation and the fact that 
you don’t have an immediate free interest rate for VA and FHA? 

Mr. Mason. No, I think, sir, that this is largely a question of the 
availability of money for the FHA program. Now, you realize, I 
know you realize that the money that goes into the FHA program is a 
different kind of money than goes into the ordinary conventional 
lending that is done by the savings and loans around the country. In 
the case of the savings and loans it is local money, that is locally raised 
and locally spent, pretty generally in the FHA program it is from 
sources like insurance companies. It is large holders of money, and 
these people have different credit policies at different times depending 
on what they think is a desirable way to invest their money. They 
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never go completely out of the market so we always have some money 
for the FHA, but they will sometimes put their money to work in 
other fields than in FHA and VA loans, and this, I think, is the large 
contributing factor to the difference in fluctuation in volume in hous- 
ing in the two fields. 

Senator Proxmire. Finally I would like your comments on this 
chart. I don’t expect you to see it, I only have one copy of the 
magazine. I will read some of the figures for the record. 

They show that about the middle of 1955 when the Federal Reserve 
adopted a policy, as I understand it, of pushing up interest rates, you 
had a steady expansion in business expenditures on plant and equip- 
ment. They apparently wisely expected there would be a boom in 
capital goods. And an expansion from about an annual rate of not 
much more than $25 billion a year to the end of 1955 it was up to $30 
billion, in the middle of 1956 it was up to $35 billion, and by the middle 
of 1957 it had gone all the way up to $38 billion a year. Now conse- 
quently, coincident with that, in sensitive response to the increase in 
interest rates, we find housing starts at a rate of about 57,000 units a 
month at the peak in 1955, dropping steadily in 1956 to 45,000 units, 
in the middle of 1956 down to about 35,000 units, at the end of 1956 
down to 30,000 units, and finally down to 23,000 units per month. 

Would you feel that the rise in interest rates which almost exactly 
coincided with this clear, sharp drop in housing starts was not clearly 
related ? 

Mr. Mason. Senator, I should have one of my economists more 
properly answer this, but the layman’s opinion that I have is that as 
the plant and equipment expanded this plant and equipment took the 
money from the sources that would ordinarily buy FHA paper and 
it was invested in these other fields and the result is there is a cor- 
responding drop in our program. 

Now, Mr. Robinson Newcomb who wrote this article is a very good 
friend of mine, we have lunch together frequently and discuss theories 
back and forth. He is entitled to his opinion, certainly. 

Senator Proxmire. And you feel that 1f the— 

Mr. Mason. I think the problem is one of where—— 

Senator Proxmire. If you had a free interest rate you would not 
have had this problem. In other words, you would not have to be 
discouraged about this policy that makes it so difficult to sell VA or 
FHA mortgages. 

Mr. Mason. This would have militated to change the situation, 
certainly. 

Senator Proxmire. I would like to go farther. Would it have 
changed it so much that this line instead of going down would have 
gone—— 

Mr. Mason. With a free interest rate obviously the line would not 
have dropped so much. Let-me say that I am not sure because of the 
character of housing loans and the character of loans for industrial 
plants and the ability of an industry to make a decision, a snap deci- 
sion to pay a little higher rate, that if we simply raised our rate they 
would not raise theirs and we would be in a battle of rates for money. 
There is this to be argued, too, you see there are many ramifications. 

Senator Proxmmre. Isn’t it also true that business, particularly the 
largest units in business are pretty much interested, are much more 
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interested than housing is in the money market? They have their 
own sources of capital, their own earnings. 

Mr. Mason. They have their own earnings but they go to the same 
sources of capital that we all go to, and they take capital, capital that 
normally goes into housing. Now, we don’t ever completely drop off 
because there are savings and loans that invest their funds in FHA 
mortgages, substantial amounts of this that have to be invested in 
mortgages and they come to our field. No one of the big lenders like 
the life insurance companies, for instance, go completely out of the 
FHA market, neither do the big savings banks in New York and 
Philadelphia and places like that. These people do so because they 
have a department and keep it going, but when plant and equipment 
financing is being done at high rates, they are bound to put some of 
their money that would go into mortgages into that field. 

Senator Proxmire. You would agree, though, that with a free inter- 
est rate you still would have some drop in this line, you still would 
have had fewer housing starts, in your Judgment? 

Mr. Mason. This would be pure conjecture and I cannot say. I 
would say we would not have had the drop we had, certainly. But 
I don’t know whether it could have competed with the other loans or 
not. I would think this, that a free interest rate from a lender’s 
point of view and getting money into our program would be a fine 
thing to have, but I don’t think it is a suggestion I would make at 
the present time. 

Senator Proxmire. From what you said earlier then, do I interpret 
you properly as feeling that when you have a free interest rate, fluctua- 
tion in the interest rate, it is not a major force in determining the num- 
ber of housing starts ? 

Mr. Mason. They are not the major force. The fluctuation of in- 
terest rates does decrease the number of people that can afford to buy 
a house because it changes that monthly payment. By the same token 
decreasing interest rates increases the number of people who can buy, 
so obviously there are differences, but looking at the history, looking 
at the lines on the chart of what happens, you come inevitably to 
the overriding situation that the volume of money, the ease of financing 
isthe major factor in providing more housing. 

Senator Proxmire. May I ask if any of your top policy men who 
are here today and who are men with great experience, the greatest ex- 
perience I assume of anyone in the Administration, would differ in 
that viewpoint in any way ? 

' Mr. Mason. Senator, you put them in a very serious position, I am 
afraid. Maybe we ought to have this by secret ballot. 

Senator Proxmire. It is extremely important because it bears in 
such a central way on monetary policy and one of the prime duties of 
this committee, of course, is to be concerned with monetary policy. 

Mr. Mason. I am sure of that and I would have no hesitancy about 
asking any of them to say this, but as I say I think it would be some- 
what of an imposition to— 

Senator Proxmire. I presume that they agree with the boss. 

Mr. Mason. I would es happy to have a further discussion between 
some of my economists on this article, a critique on it if you desire. 

Senator Proxmiee. I would like that very, very much. It would be 
very helpful. 
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Mr. Mason. I will supply it to all members. 

Senator Sparkman. Thank you. 

Senator Proxmtre. Mr. Chairman, I would like to have permission 
to have that incorporated in the record. 

Senator SparKMAN. Without objection it is so ordered. 

(The document referred to appears on p. 737.) 

(The article referred to follows :) 


{Nation’s Business, January 1959] 
GOVERNMENT Restricts Housinc GrowTH 


AMERICA PROBABLY IS UNDERRBUILDING—BY 200,000 TO 300,000 UNITS A YEAR— 
BECAUSE OF THESE FEDERAL ACTIONS 


The Government has deliberately restricted the number of new homes Ameri- 
cans can build. 

Through unpublicized manipulations of the VA and FHA housing loans and 
banking operations the Federal Government is able virtually to predetermine how 
many housing starts will be allowed. 

As one result, America may be seriously underbuilding. 

Available data now suggest that the 1955 rate of building new homes could 
have been maintained from 1956 through 1958—providing another 200,000 or 
300.000 new homes each year. 

This manipulation is done in an effort to maintain economic stability—that is, 
new homebuilding is held back when the rest of the economy is growing and it is 
let go when the total economy is lagging. 

Through this manipulation of the $17 billion housing industry the Govern- 
ment is able to influence the whole $50 billion new construction industry and the 
entire economy as well. 

A congressional investigation is already being planned. Laws involving FHA 
and VA home loans were passed by Congress to provide homes—not as a tool 
for economic control. 

Congress will want to know— 

1. To what extent the Government is manipulating housing. 

2. What economic effect this has on housing and other business. 

3. Whether the practice is good or bad for the whole Nation. 

4. Whether the actions are in accordance with or in violation of the laws. 

This debate could become one of the big activities on Capitol Hill this year. 

Proposals for the direct control of credit, prices and wages as a means of 
stopping inflation are also certain to come before the 86th Congress. 

In view of these proposals it is worth while to examine the arguments used 
to justify the manipulation of the home mortgage market and consider whether 
it has actually served its purpose and how it has affected home building and the 
rest of the economy as well. 

The arguments are five: 

Without controls too many houses might be built. 
Too many new houses in 1 year would steal markets from the future. 
Controlling the housing market reduces prices for materials. 
Because Government helps housing, it has the right to decide what help 
to give and when to give it. 
It works. 
CONTROLS 


In April 1955 the Veterans’ Administration and the Federal Housing Admin- 
istration raised the effective downpayment requirements for housing built with 
aid of their mortgages. The average in downpayment required was raised from 
$200 to $250 for houses in the moderate price ranges. 

At about the same time, the field offices, according to the 1956 Economic Report 
of the President, “were instructed to take coordinative steps to restrain Federal 
underwriting of mortgages” in areas in which this restraint could most easily 
be defended. 

To avoid difficulties that might result from publicity, the areas in which this 
action was taken were never reported. 

In July 1955 the FHA and the VA issued regulations requiring an additional 
2 percent increase in minimum downpayments and reducing the maximum ma- 
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turity by 5 years. One specialist, who believes that these curbs were necessary, 
calculated that the change in downpayment requirements of the VA operation 
cut off about one-eighth of the potential VA market. 


As BUSINESS EXPANDED CAPACITY AND MODERNIZED PLANTS, GOVERNMENT ACTION 
RepUCED HousING VOLUME IN EFForT TO TAKE PRESSURE Orr PRICES OF MA- 
TERIALS AND HoLp DowNn Cost-0F-LIVING INCREASES 
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The FHA changes meant that the required downpayment for all houses 
valued at more than $9,000 became 27 percent. The minimum downpayment on 
a $15,000 house bought with an FHA loan became $2,250, plus closing costs of 
possibly $250, making a total cash outlay officially required of about $2,500. 
This reduced the potential number of home buyers. 

The Federal Reserve Bank of New York, at about the same time, cautioned 
commercial banks in its district about using bank credit for mortgage warehouse 
transactions. This was important. Warehouse transactions are designed to 
carry loans between the time mortgages are written and the time they are ac- 
cepted by permanent investors. It is a form of interim financing, and sand in 
this cog slows down the whole mortgage-writing and building operation. 

Mortgage warehousing credit extended by commercial banks rose not far 
from $1 billion in 1955 but went down about $100 million in 1956. This was a 
downward shift of $1.1 billion. In 1957, advances went down about $500 million 
more. 

The chairman of the Federal Home Loan Bank Board on July 18, 1955, sug- 

- gested to the presidents of the various home loan banks that it would be desir- 
able “to curb their forward commitments.” In September, the Federal home 
loan bank invoked formal restraints on borrowing which sharply curtailed the 
capacity of savings and loans to operate in many cities. The restraints were so 
rigid it was necessary to relax them somewhat within a month to enable asso- 
ciations to honor commitments already undertaken. 

This control over borrowing proved effective in reducing mortgage writing. 
Advances by the Federal Home Loan Bank Board rose $700 million in 1955. In 
1956, they were curtailed by $200 million, making a downward shift of $900 
million in the flow of funds. The drop of $1.1 billion in warehousing, plus the 
drop of $900 million in HLB funds made available in 1956, explains a good part 
of the decline in housing that year. 

Through similar methods in 1957 and 1958, the Government continued its ef- 
fective controls over home building. We can now explore the reasons for this 
program and its results. 
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TOO MANY HOUSES 


The first argument used to justify control of housing is that, if credit is not 
controlled, too many houses may be built, with a result that vacancies will be 
created and building activities curtailed. 

If family formation is increasing at a rate of 850,000 a year and 300,000 
houses are lost as a result of demolition, conversion, fires, and other causes, the 
real market would appear to be 1,150,000 units a year. 

If, however, the argument runs, the volume of home building rises to more 
than 1.3 million, as it did in 1955, we would be adding more than 10 houses for 
every 9 households added. This could put heavy pressure on prices and create 
vacancies. The volume of home building then would drop until the number of 
households caught up with the volume of home building. 

Too heavy building in any 1 year may, therefore, occur at the expense of 
markets for the following years. The intention is to protect the industry against 
this error. 

This is a dangerous undertaking. To succeed in it, individuals in Wash- 
ington must know or find out how many houses should be built. The data on 
which to base such a decision are not precise. Estimates by the Department of 
Labor and the Department of Commerce on the number of houses that were built 
from 1950 through 1956 differ by more than 25 percent. BLS indicates an aver- 
age volume of building during this period of about 1.2 million a year. Census 
data indicate the yearly figure was about 1.5 million units. These are useful in- 
dexes, but they are not accurate enough to be used as guides to future needs, 

Similarly, the data on household formation are too crude to be used as 
measurements of demand. One Census publication indicated that the total 
number of households as of December 1956 was 49.9 million. A release 6 months 
later gave the number in March 1957 as 49.5 million—400,000 less than it had 
been 3 months before. 

Another release November 12, 1958, suggested that the higher figure was 
probably more nearly correct but that it was impossible to know what the real 
figure was. The Census is careful to point out that annual figures on household 
formation are too subject to error to be valuable as more than orders of 
magnitude. 

Even if the figure were adequate, the demand for housing depends on changes 
in ability to pay and in the size and age of families as well as on changes in 
numbers. As its size and income rises, a family is likely to want a bigger 
and a better house. A family with an income of $10,000 a year and 4 children 
would not be interested in the number of vacant 1-bedroom houses. 

The housing demand is, therefore, determined by specific changes in numbers 
income sizes, and locations of families as well as by the types, sizes, quality, 
price, and location of houses available. Overall data give few national clues 
to these questions. Local builders, mortgage men, and prospective homeowners 
ean interpret the local facts better than can individuals in Washington. 

It is always possible that too much housing of a given type will be built 
in a given area. There is also a possibility that a Washington staff will make 
a mistake. An error in Washington may affect building throughout the United 
States. A local mistake may affect building only in a restricted area. 


STOLEN MARKETS 


The argument that building at above average rates in 1 year steals from 
future years is also open to question. An average figure does not necessarily 
apply to any 1 year. Numbers of births are not absolutely even year by year. 
The number of marriages fluctuates. Incomes vary. Migration is not consistent 
and people’s desires shift. 

In any one year several of these factors might combine to raise demand 
above average levels. Should some of these people who, as a result of this 
combination of forces, are trying to buy more housing than usual, be told “too 
bad—you can afford the house; you need it; you want it; but the statistics say 
you should wait another year or two?” 

When demand exceeds supply, prices tend to rise but also new methods 
are developed for speeding up construction. When supply exceeds demand, 
profits are cut, but methods are learned that result in increasing efficiency. 

Our economy progresses as a result of failures just as it progresses as & 


result of successes. Too much stability may be almost as dangerous as too 
much instability. 
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If families in one year find they are able to buy and use to advantage an ap- 
preciably higher volume of houses than was built the year before, it would seem 
that the benefits to be derived from the use of these houses should not be 
ignored. 

PRICE REDUCTION 


Another argument for housing control runs this way: 

There are times when businessmen, as a whole, believe it is to their ad- 
yantage to invest heavily. They expand capacity, modernize plants, and create 
facilities for new products at greater rates than the market can support. This 
puts pressure on prices. 

However, the housing industry takes many of the same materials that go 
into business plants. If the volume of home building can be reduced, pressure 
on prices will be eased and automatic cost-of-living wage increases will be 
held down. Then, when the volume of business investment drops, home building 
can again be encouraged. Support to housing will support the demand for 
materials and equipment when such support will be helpful. 

This will reduce the chance that»a decline in business investment may 
precede a general, serious decline in the economy. To paraphrase a student of 
the subject—instability in other segments of the economy can be countered by 
creating instability in the housing industry. 

The weakness here is that the results of housing manipulation are not fore- 
seeable. It is possible that curtailing housing will reduce price pressure. It 
might equally well encourage industry to overinvest. 

When prices rise, something may be out of adjustment. Holding down prices 
by reducing the building market may encourage maladjustment in other areas. 

Housing, moreover, does not take exactly the same materials as other types of 
investment take. More lumber is used per dollar of home building than in other 
types of construction or in producing machinery. An expansion of the purchases 
of business equipment, which puts pressure on the wholesale price index, 
does not necessarily put pressure on lumber. 

Holding down housing may, therefore, hurt lumber and other industries 
while it diverts contractors to already overburdened commercial and industrial 
markets. 

There is considerable flexibility among subcontractors and same flexibility 
among the producers of components. There may be less flexibility among building 
‘trades workers. The electrician who is skilled in wiring houses may have to 
make a considerable adjustment if he is to shift wiring for heavy equipment in 
a factory. Cutting back the volume of housing to offset excesses in other 
industries may mean creating unemployment in one area to make overtime 
easier in others. 

HOW MUCH HELP 


The fourth reason advanced for governmental control over housing volume 
is based on the premise that Government has decided that housing is more 
important than other industries and so it should be given special assistance. 
Because the Government is giving the housing industry this assistance, the 
industry should have no complaint if the Government shuts the valve. 

This commonly accepted belief is, in part at least, a fallacy. The Government 
gave financial aid to industry and to housing in the depths of the depression. 
The direct aid to industry via RFC was relatively minor and, as recovery 
’ progressed, alternative sources for financing were redeveloped. The aid given 

housing came in the form of entirely new institutional devices, the Home Loan 
Bank Board and the Federal Housing (and later the Veterans’) Administration. 

These devices did three things: First, they brought housing and mortgage 
finance out of the slough of despond. They brought the industries to life again. 
The industries would have come to life in time but Government intervention 
Speeded up the process. Second, Government intervention stimulated progress 
in the methods of mortgage financing. The FHA made long-term amortized 
loans respectable, and customary. Third, Government action created devices 
for pooling mortgage funds. The governmental institutions became the cheapest 
and most effective devices yet created for channeling funds to capital-deficit 
areas, such as the South and the West. 

Federal intervention thus created a Federal financing structure which cut the 
cost of mortgage finance, reduced downpayment requirements, and demonstrated 
that relatively easy mortgage terms were a good lending risk. Just as easing 
financing terms for automobiles expanded the automobile market, this govern- 
mental action expanded the housing market. 
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Housing volume would be appreciably less today without the credit practices 
which have evolved since the Government intervened. 

But because this Federal intervention was so effective, it blanketed the home 
loan field. Housing has not been able to develop comparable competitive pri- 
vate financing institutions. The mechanisms set up by the Government are 
mechanisms which, in effect, would have to be duplicated by private finance. It 
was not necessary to duplicate the RFC to free industry from dependence on 
it. As a company’s profits grew, it was able to stand on its own feet in the pri- 
vate money markets. But small-home builders need a central pool of funds in 
order to compete with large business. The governmentally created institutions 
help to supply such a central pool. It may be almost impossible for private 
industry to set up institutions to compete with these governmental corpora- 
tions. 

However, the FHA is doing, through the instrumentality of the Government, 
practically the same thing that a private insurance corporation could do. The 
FHA does not provide more for housing than a similar private corporation could 
provide. By a historical accident, financial aid for housing flows through fed- 
erally chartered public institutions while financial aid for industry tends to flow 
through State-chartered private institutions. 

This difference in the nature of the charter and the sponsorship does not create 
a prior lien for housing on the financial resources of the country. Actually, it 
works the other way at times. Because of the limits on interest rates of FHA 
and VA, the mortgages handled by these institutions cannot compete in the open 
market when money is tight. Housing is able to get funds after those who are 
able and willing to pay more and offer as good security have been taken care of. 

The Government’s interventions from time to time, even when designed to 
help housing, have often injured it. Studies have suggested that aid after 
World War II may have raised the cost of housing to the buyers almost as 
much as it cut the interest. Encouraging a high volume of home building 
at low interest rates immediately after the war raised demand at a faster rate 
than supply could be created. The wholesale price index of all commodities 
other than farm products and foods rose 44 percent from 1944 to 1948. The cost 
of new privately owned housing units went up 122 percent. There may be no 
gain in paying a low interest on a high debt rather than a higher interest on a 
lower debt. A 4-percent interest payment on an $11,250 debt comes to the 
same as $450 per year as does a 6-percent interest rate on a $7,500 debt. In 
addition, the extra $3,750 of debt must be repaid. 

When the housing industry was aided, the aid was unbalanced. Tor instance, 
the Government encouraged building in suburbs but discouraged renovating 
existing homes in urban areas. It helped encourage the flight from the cities. 
It did not give equal help to owners of existing properties who wanted to maintain 
their neighborhoods. 

Governmental institutions are by their nature slow to accept a change. The 
institutions created to help housing were far ahead of their time when they 
were created. They were helpful to housing and to the economy. But they 
are not ahead of their time now. Equal or greater advances have been made in 
financing other business and consumer requirements than have been made in 
financing housing. The fact that today’s home-financing institutions are domi- 
nated by the Government means that they are slow to adjust to today’s needs. 
They tend to think in terms of security, not in terms of progress and growth. 

It might be argued that if the Federal Government made it possible for housing 
to get money at below market rates the Federal Government would have the 
right to withdraw that aid. But it is difficult to see how the Federal Govern- 
ment can insist that money obtained for housing through the aid of a Federal 
corporation may be obtained only when there is a surplus of funds and make the 
further reservation that it may be obtained only at the volume the Government 
permits. 

One of the effects of the Government intervention from time to time has been 
high instability in federally aided housing. The number of private houses 
started under the FHA and the VA programs hs varied in a single year as 
much as 46 percent on the up side and by more than 40 percent on the down side. 
The VA program has had an annual increase of as much as 95 percent and a 
decrease of 53 percent in 1 year. Insurance companies which have provided the 
major central pool for Government guaranteed or insured mortgages have in- 
creased their take of such mortgages by 63 percent in 1 year and have dropped 
them by 45 percent in 1 year. An industry cannot operate efficiently when it 
fluctuates this sharply. It must operate at relatively high costs. It must main- 





tain t 
it is ¢ 
writil 


The 
Bu: 
from 
settin 
of 19 
resid: 
declil 
Un 
keep 
To 
facin 
was 
1958. 
strai 
the | 
200,0 
The 
been 
ship 
year 
Tt 
the 
able 
on I 
trib 
sure 
WwW 
hou: 
beca 
heal 
T 
that 
ave! 
hou 
i 
the 
the 
T 
T 
V 
hov 
vol 
I 
ere 
sha 


in 1 











HOUSING ACT OF 1959 213 
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tain the capacity for the higher rate of operation and support this capacity when 
it is operating at low rates. Government intervention has improved mortgage 
writing, but it has also increased housing costs. 


IT WORKS 


The final argument used for controlling housing is: It works. 

Business investment for producers’ durable equipment rose nearly $5 billion 
from 1955 to 1957. Residential construction was cut by about $2 billion, off- 
setting 40 percent of the climb in producers’ durables. From the first quarter 
of 1958 to the third quarter, producers’ durables dropped by $600 million and 
residential construction rose $800 million, slightly more than offsetting the 
decline. 

Unless and until we get a better device, so the argument runs, we should 
keep this one. : 

To a considerable extent, this argument enables the Government to postpone 
facing up to the question of what would work better. The data suggest there 
was plenty of available labor in the construction industry from 1956 through 
1958. A continuation of the 1955 rate of home building would have put no 
strain on the labor foree. There was adequate transportation. The rails and 
the trucks could have used the business provided by the erection of another 
200,000 or 300,000 houses a year. Lumber, steel, and copper were adequate. 
The plumbing industry was working at far below capacity. If housing had 
been able to compete with other industries for 1956 through 1958, the relation- 
ship between general supply and demand of labor and materials during these 
years might have been better. 

The demand for consumers’ goods would have been somewhat higher but 
the automobile and several consumer equipment industries would have been 
able to handle more business without strain. It is possible that the pressure 
on prices would have been somewhat greater but it is also possible that redis- 
tribution of demand would have eased price pressures somewhat. Price pres- 
sures were most severe in areas which the control of funds did not affect. 

While it is, of course, impossible to know what would have happened if 
housing had gone ahead at higher levels, it is also impossible to prove that, 
because housing was kept down, the overall balance of the economy was 
healthier. 

There is just as much logic and just as many facts to support the argument 
that the volume of housing should average 1.5 million a year as that it should 
average 1.2 million. Why should a government, which has been holding 
housing to 1.2 million, not set a 1.5 million minimum, or 1.7 million? 

If we accept the philosophy that housing should be controlled, we must accept 
the philosophy that it may be controlled at a high as well as at a low level if 
the Government wishes to control it that way. 

Then the right to control other consumers’ durables must also be admitted. 

Then the right to control business investment may follow logically. 

Would it not be far simpler to encourage an efficient system for financing 
housing without controls? Such a system might well result in an average 
volume of new construction about 1.3 to 1.5 million a year. 

If and when inflationary pressures became dangerous, control of overall 
credit would affect this industry as it affects other industries but the system 
should be so designed that housing would not be singled out. 

Small business, represented by the home builder, should have an equal chance 
in the market. 


ROBINSON NEWCOMB. 

Senator SparKMAN. Senator Williams. 

Senator Wiu1aMs. I would like to clarify a little history that I am 
not too sure of in public housing. I believe Mr. Slusser said it was in 
1949 that a substantial number of public housing units were au- 
thorized ¢ 

Mr. Stusser. Yes; that is correct. 

Senator Wiiusams. I recall the figure of about 800,000; is that 
right? 

Mr. Susser. 810,000. 

Senator Wrri1AMs. And how long a period was it to cover? 


214 HOUSING ACT OF 1959 


Mr. Stusser. They were authorized over a period of 6 years. 

Senator Wia11aMs. This was in a period before the new interstate 
highway program was even thought of ? 

Mr. Stusser. That is correct. 

Senator Wuu1ams. And urban renewal 

Senator SparKMAN. I wonder if you would not say it was before 
it was initiated because I know there had been a great deal of discus- 
sion. I used to be on the Roads Committee in the House. 

Senator WititiaMs. I agree discussion had started, but it had not 
received legislative action at all. 

Senator SparkMAn. That is correct. 

Senator Wixu1ams. And before urban renewal was a significant 
program ¢ 

Mr. Suusser. Yes; that is correct. I think you should consider, 
however, that public housing was the slum-clearance operator before 
the urban renewal program was enacted in 1949. 

Senator Wiiur1AMs. So, it was basically a program to meet the un- 
safe and unsanitary housing aspects ? 

Mr. Susser. Yes. 

Senator Wiiuiams. Senator Clark developed the figure of 10 mil- 
lion unsafe units now, I wonder what it was then? Do you know? 

Mr. Susser. The Senate committee studied it at that time, in 1949 
but I don’t recall the report. 

Senator Wiiu1AMs. You don’t recall that ? 

Mr. Suusser. I don't recall the figures they used. It seems to me 
the figure, I don’t want this to be official, but it seems to me the figure 
I recall reading in the report of the committee was something like 
13 million. 

Senator Witu1aMs. This was the program that the late Senator 
Taft was closely identified with ; was it not? 

Mr. Stusser. Yes, sir. 

Senator Witi1ams. Many of us who occasionally are called spenders 
take some security in that, that we are right today in still feeling 
that there should be a request this year for some public housing units. 
My only other question was how many units were requested last year, 
public housing ? 

Mr. Srusser. There were none requested last year. The request 
was to carry over the authorization of the previous year. In 1956 
there was an authorization for 70,000 units and that was to continue 
for 2 years, with the authorization expiring at the end of the third 
year. Last year a request was made to extend the time in which the 
unused portion of those 70,000 units could be contracted for. 

Senator Wiu1aMs. I see, this year we have had no authorization. 

Mr. Stusser. No authorization has been asked for. 

Senator Wiii1aMs. Thank you. 

Senator SparkMan. Senator Muskie? 

Senator Muskie. I also have just one question, maybe more. I ask 
the question not because it hasn’t been asked but because I could not 
believe my ears. Is it true that the public housing features of the 
administration’s program are not geared to a real evaluation of need! 

Mr. Suusser. I don’t know that I quite understand your question. 

Senator SparkMAn. Senator Muskie, will you pull the microphone 
over? The reporter had difficulty catching your question, too. 
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Senator Muskie. As I understand the discussion on the public 
housing features of the administration program there has been no 
real effort to define the total problem, countrywide, in order to get 
some evaluation of the need that this administration program is based 
upon. Only your experience in terms of demand from communities 
over the past year or 2 or 3, and based upon that visible demand you 
have made your estimates for the coming year? 

Mr. Siusser. We have a very close relationship with the Urban 
Renewal Administration and with the Bureau of Public Roads and 
through them, of course, try to keep track of the projects that they 
have initiated. We also depend upon the local community’s requests 
for allocation of units. 

Senator Muskie. You are talking now about displacement housing. 

Mr. Stusser. No, any public housing. We depend upon the local 
community to make the request for an allocation of units, whatever 
their local problem may be. If you are talking about overall sta- 
tistics of housing I would have to ask Mr. Mason because there is a 
reneral concept of overall housing and I am quite sure that they have 
it in the Administrator’s office. Whether he can answer it or not, I 
don’t know. Public housing would be a part of that total picture. 

Senator Muskie. Let me put it this way. We have no housing au- 
thority in Maine. We have no public housing. In Portland we are 
in the embryonic stages of this program, but I am sure there is no 
State agency in Maine that has any opinion or any idea, any concept 
of the extent of substandard housing, I am sure this must be true in 
many states throughout the country. 

Mr. Stusser. I wouldn’t know. 

Senator Muskie. It is not your function as an agency to try to 
make some evaluation of the problems in those overall terms ? 

I am merely asking a question. 

Mr. Stusser. No, sir. We have had to depend upon the Bureau 
of the Census. We have no research department of our own, and 
have never had one. We depend entirely upon the Bureau of the 
Census and the Department of Commerce, and the Bureau of Labor 
Statistics and the local government authorities. 

Senator Muskie. So that your activities, your projections for the 
future are geared pretty much to this displacement housing feature 
of the program ? 

Mr. Rectan We keep close to the displacement problem. How- 
ever, we do build public housing for low-income families other than 

- displacees. 
enator Muskie. It is based on the overall need. 

Mr. Stusser. That’s right. 

Senator Sparkman. Following that up and I suppose this really 
ought to be presented to Mr. Norman Mason, I want to ask about 
this provision in the law, right along that line, enumerating things 
that shall be done by the Housing and Home Finance Adminis- 
trator. In fact, it says: ; 

The Housing and Home Finance Administrator shall prepare and submit 
to the President and to the Congress estimates of national urban and rural, 
samy, housing needs and reports with respect to the progress being made 

rd meeting such needs; and correlate and recommend proposals for such 


executive action or legislation as may be necessary or desirable for the further- 
ance of the national housing objectives and policy established by this act with 
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respect to urban and rural nonfarm policy, together with such other reports 
or information as may be required of the Administrator by the President or 
the Congress. 


Why has that never been put into effect ? 


Mr. Mason. Senator, as you know, I am new, but I am informed 


that the reason this has not been done is another division of this 
Congress known as the Appropriations Committee which has de- 
clined to supply the funds necessary to permit the Agency to carry 
out this function. 

Senator Sparkman. But I started to say, could you furnish for 
the record the last time a request was made for such funds? 

Mr. Mason. I would be very happy to, sir. 

Senator Sparkman. Nothing is carried in this year’s budget for 
that? 

Mr. Mason. I do not know. The budget request ? 

Senator SparkMAN. Would you check that too? 

Mr. Mason. I will; yes, sir. 

Senator Sparkman. Let us have it. The Senator from Maine has 
brought out a very important point and one that we have been 
fussing over in this committee for a long time, and that is that there 
are no adequate facts and figures anywhere in this great Govern- 
ment of ours as to what the housing needs of this country are. 

There have been a couple of times, two or three times in which 
money has been made available to the Census, and the Census has 
made a partial study. I believe in the next census it is supposed 
to make a complete study of housing needs throughout the country. 
But I just want to say to the Senator from Maine that he has touched 
upon a most important point in that connection. 

Mr. Mason. Senator Sparkman, I don’t wish to prolong the dis- 
cussion, but I would say that long before I was in Government I 
pleaded with Government to get more statistics so that private indus- 
try part of the housing picture could know what we need and what we 
have in the housing picture. 

I would point out to this committee that as recently as about a 
year ago or within the last year we found a great discrepancy in some 
of our figures as to housing starts in this country and the available 
housing which indicated we were working on figures which were not 
accurate. 

I am informed by my staff that the Housing Administrator asked 
last year for about a million two hundred thousand dollars for research 
and did not get it. 

Senator Sparkman. I certainly want to urge you to keep asking for 
it and I certainly hope that this committee will back you up in that 
request because we recognize the need for it. 

want to ask you just a very few questions. I have jotted down a 
good many but the time is running so late and we have one other 
subject to consider, but I will be quite brief if the members of the 
committee can stay with us for a little. 

I want to ask this question relating to the discussion that was had 
with Senator Proxmire on the question of the free interest rate. 

When you use that term do you mean it being completely free! 


That you would not set the rate at all but the lender of the money 
and the borrower would set it ? 
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Mr. Mason. That was my understanding of Senator Proxmire’s 
question and it was in that framework that I answered it. 

Senator SparKMAN. Is that recommendation in the administration 
bill ? : 

Mr. Mason. No, sir. 

(The following was submitted later :) 

The President’s budget for fiscal year 1958 (transmitted to Congress in Jan- 
uary 1957) included $800,000 for liquidation of housing studies contracts and 
$170,000 for administrative expenses, as items proposed for later transmission. 
These supplemental appropriations were transmitted to the House on March 
12, 1957, and appear in House Document No. 115. The appropriation bill as 
reported by the House Appropriations Committee included no funds for this 
activity. Subsequently, the Agency requested restoration of $800,000 for liqui- 
dation of contracts and $140,000 for administrative expenses while the supple- 
mental bill was being considered by the Senate Appropriations Committee. 
The regular independent offices appropriation bill for 1958 as reported by the 

Senate committee and passed by the Sénate included $120,000 for administrative 
expenses and no funds for contract liquidation. The item was stricken out of 
the bill by the conference committee. 

The President’s budget for fiscal year 1960 does not include any amounts 
for the housing studies program. 

Senator SparKMAN. What is the administration bill’s reeommenda- 
tion with reference to interest rate? Do you use the term “free 
interest rate” at all? 

Mr. Mason. No, sir; we do not. 

Senator SparKMAN. You are in favor of them remaining as they 
are so that they would be under a control similar to what they are 
now ¢ 

Mr. Mason. Yes, sir. 

Senator SparKMAN. Do you advocate changing the ceiling so far 
as FHA rates are concerned to 6 percent ? 

Mr. Mason. No; we only advocate the changing of certain ceilings 
on rental housing and cooperative housing which are too low. 

Senator SparRKMAN. Not the 6 percent over FHA ? 

Mr. Mason. No, sir. 

Senator SpaRKMAN. By the way, going back to Capehart housing, 
414 percent is the going rate, the allowable rate is 414 percent. We 
have heard in recent days that those mortgages are not moving very 
well and when they do move they move at a “discount. 

I believe you are advoc ating that we change the interest rate on that ? 

Mr. Mason. Why don’t I ‘change it? Is that the question ¢ 

Senator SpaRKMAN. Well, I really didn’t intend—— 

Mr. Mason. Senator Sparkman, I have heard this too. I have 


-heard this quite recently—not too long ago. My feeling is that one 


does not jump at the first little prick that is given you. You try to be 
sure that you are really acting on firm information. 

Senator Sparkman. I certainly think you are sound in that rea- 
soning. ; 

Mr. Mason. I am under the impression that with the last Treas- 
ury finding I think I have no grounds but to go up. 

Senator Sparkman. Heretofore I have said that it seemed to me 
that Capehart mortgages ought to move at 414 percent because they 
are just as near to a Government bond as a paper can be and not 
actually be a bond. They are secured by the Government three dif- 
ferent ways. Of course, I realize the last Government bonds are 
‘arrying 4.07, isn’t it 2 


35482—59. 15 
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Mr. Mason. That is correct. 

Senator SparKMAN. Now, Mr. Beverley Mason. This insurance 
authorization for FHA is set on a revolving basis; is it not? 

Mr. W. Brvertey Mason, Jr. Yes, sir. 

Senator SparkMan. In other words, as mortgages are paid off you 
get out from under them ? 

Mr. W. Bevertey Mason, Jr. That is correct. 

Senator SparkMAN. That much authorization comes back. In 
other words, the total amount allowed is the amount that may be out- 
standing at any one time? 

Mr. W. Bevertey Mason, Jr. That is correct. 

Senator SparKMAN. I don’t suppose there has been a great deal of 
revolving so far, but when will the time come when this will revolve 
fairly rapidly ? 

Mr. Mason. Could I point out, Senator, that when we stopped issu- 
ing last October and started the agreements to insure we had less 
than half a billion dollars; we had about $500 million and this is now 
at the rate of $1.005 billion, so it does revolve, you see; we do get it 
back. 

Senator Sparkman. Of course, a part of that was a recapture. 

Mr. Mason. That’s right. 

Senator SparKMAN. Rather than an actual revolving of what you 
had obligated to. 

Mr. Mason. It was both. I believe that our recapture is about $200 
or $300 million per month. 

Senator SparKMAN. We will now assume we took the dollar limita- 
tion off, to what level do you anticipate then it eventually would go! 

Mr. Mason. Senator Sparkman, the level to which it would go 
would depend on a great number of things I am sure, the VA pro- 
gram. Ifthe VA program is reactivated with an interest rate that is 
somewhere near the market this will become a factor again and the 
FHA volume will fall off. 

We anticipate that housing starts in this country will increase. 
They certainly will be next year as large as they have been this year 
or larger, so FH A’s share will be larger. 

Senator SparKMAN. As I understand, a great part of the amount 
that we made available to you last year for the fiscal year was used 
up in mortgages on existing property rather than on new buildings. 

Mr. Mason. That is correct and as we pointed out at the time what 
happened was that a person having a new house, an old house to sell, 
an existing house to sell, comes to FHA and for $20 he gets an 
appraisal and a commitment of how much mortgage he can get, and a 
commitment which takes part of our mortgage insurance authoriza- 
tion. 

Senator Sparkman. My attention has just been called to the fact 
that the budget carries in its 1960 estimate a new commitment au- 
thority for FHA $2,447 million. Would that be on new housing 

rather than on existing housing? What does that mean? What does 
that cover? That ison page 960 of the budget. 

Mr. Mason. You refer to the $6,043 million ? 

Senator SpaRKMAN. Well, that is for 1959. Now, 1960-—— 
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Mr. Mason. $2,447 million, this is unquestionably an estimate by 
our people made for this purpose. I am not positive in answer to this 
and I am sorry, my expert has gone home. 

Senator SpaRKMAN. I believe I can give you the answer. If you 
will add the 6-billion-some-odd dollars to the $2,447 million, you get 
approximately $814 billion. You have asked for $10 billion; $6 bil- 
lion for 1959 and $4 billion more in 1960: 

Mr. Mason. I am embarrassed, sir, not to be able to answer this. 

Senator SpaRKMAN. I am sorry, my figures go out the window. 
4,6, and 6 that would be 16 billion through 

Mr. Mason. We anticipate that our actual need up to the end of 
this fiscal year will be just under $5 billion, $4,007 million. This is 
the actual 

Senator SpaRKMAN. That is over and above the other $4 billion. 

Mr. Mason. Over and above the other $4 billion, and we have asked 
$6 billion to have a factor of safety, but I can’t explain this $2 
billion. 

Senator SparKMaNn. I wonder if you would have someone give us 
an explanation of this because it shows the 1960 estimate to be $2,447 
million. 

Mr. Mason. I will be glad to submit that for the record. 

(The information referred to follows :) 

The figure in schedule on page 960 of United States Budget is not an esti- 
mate of authorization required in 1960 for operations under a fixed insurance 
authorization. Rather, it reflects the estimated actual usage under the budget 


assumptions as to volume of business in that year, as is customary for opera- 
tions under an open-end authorization such as is being recommended by the 


Administration. 

Senator SpaRKMAN. All right, I would like to have it. Mr. Bever- 
ley Mason, this is a little thing, but in your paper you say something 
about the $30,000 top figure that we give for three-family units as 
being excessive. I believe that is the term you use. 

Mr. W. Bevertey Mason, Jr. Yes; we had found no need for in- 
creasing the $27,500 that is effective. 

Senator SpPaRKMAN. But you asked for it last year. We are trying 
todo what you asked for. 

Mr. Mason. Thank you, Senator, we were criticized last year for 
asking for so much. 

Senator SParKMAN. Not by us. 

Mr. Mason. No; you are correct. 

_ Senator Sparkman. All right. 

Mr. Hazeltine, I want to ask you one question, I am just jumping 
through these different things I put down here, but there are a few 
things I want to get on the record. . 

On page 2 of your statement you referred to the $100 million for 
other facilities. Do you regard that as a ceiling, that is not more than 
that amount for, and I believe you used those words, other facilities or 
do you regard it as being earmarked funds for those facilities? 

_Mr. Hazeuttnr. It is a ceiling on those facilities, Mr. Chairman. 
Up to that amount we can entertain applications. If the applications 
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did not come in, and we had applications for more straight dormito- 
ries, then we would, of course, use part of the money which otherwise 
would have been available under the c eiling. 

Senator Sparkman. We will assume that applications came in for 
that amount, then would you feel that they were entitled to funds up to 
$100 million ? 

Mr. Hazevrine. That is correct. 

Senator SparkMAN. In other words, they would occupy a priority 
but not to be irrevocably earmarked for that purpose, is that your 
construction ? 

Mr. Hazertrne. If we were to run out of money prior to the time of 
of the end of the fiscal year of the authorization we would not feel that 
we could take away from a previously applied for dormitory loan to 
put it into the other one. 

It would be handled on a priority base. 

Senator Sparkman. In other words, it gives you a flexibility 
bet ween the two types of programs ? 

Mr. Hazetrine. Yes. 

Senator SparkMaANn. All right, sir. 

Mr. Slusser, I was interested in the statement that Mr. Baughman 
made regarding taking the mortgages off of the hands of PHA. Do 
you have any comment on that? Has that been worked out ? 

Mr. Stusser. Yes, sir, we will be very happy if the arrangement 
works out satisfactorily and he assumes responsibility. We are not 
equipped for it. It was part of the liquidation program, as you know, 
and this thing grew with us because it had to operate somewhere. We 
now have a mortgage department and it is entirely foreign to our gen- 
eral operations. We have no field staff. We are trying to handle the 
entire thing from our central office. 

Senator SparKMAN. This would more or less eliminate duplicating 
of services, is that right ? 

Mr. Stusser. That’s right. They are equipped, better schooled and 
have field organization w ith which to handle the mor tgages and dispose 
of them and look after the properties. 

Senator SparkMAN. Mr. Slusser, you spent a good part of your time 
talking about these public housing amendments, both those that were 
worked out in the compromise agreement last year in the Senate or 

carried in the bill that I introduced this year and also possibly addi- 
ins amendments that Senator Clark has in his bill. 

I may say this, that so far as my thinking is concerned I am not 
particularly wedded to any of these amendments or to all of them. 
T am not sure that they are right. But we do know that we have had 
tremendous protests from local authorities in the past, and I assume 
we will get them again this year when the municipal authorities appear 
before us next week, regarding the lack of control that the local author- 
ities have over public housing projects. It has seemed to me that 
there was certainly some merit in their contentions. As I say, I don’t 
know whether these amendments that we agreed upon constitute a 
workable formula or not. But I should like certainly to suggest to 
you and to your people that you consider most carefully these protests 
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that have been made in order that some workable arrangement can be 
made to invest proper controls in the local authorities. 

I certainly don’t ask that the Federal Government simply relinquish 
complete control when it puts its money into a program. I know it is 
entitled to have supervision. You are familiar with some of the petty 
things that they have claimed that they could not do without getting 
permission from the Federal Gover nae So I would like to ask 
you to try to work out some satisfactory arrangement. 

Mr. Susser. Sir, without cae the meeting, may I say this: 
We have a very str ange relationship under which the Federal Govern- 
ment contracts with a local body that is autonomous, that is, it is not 
responsible to the local governing body but is a creature of the State. 
However, the State does not supervise it. This makes for a very diffi- 
cult relationship. It has long existed. Since I came, I have certainly 
tried to unravel some of the resulting problems. I find it quite dif_- 
cult to unwind some of the things that have gone on for so long. We 
are taking steps now to improve the relationships with the local 
authorities. There are a number of things that have been improved 
in the last year. We did not get to testify last year in the Senate on 
the bill. If you recall we were here at the time the bill was introduced 
and were not back for testimony. We went to the House and practi- 
cally what I said here was in the statement to the House last year 
when the bill got there. 

Senator CiarKk. Will the chairman yield? 

Senator SPARKMAN. Yes. 

Senator CLark. The chairman will recall that he and I both made 
earnest efforts to get Mr. Slusser and Mr. Cole, too, to sit down and 
talk with us and with the staff so that we could see what the objections 
to these amendments were, if any, and possibly work out something 
which would be satisfactory. But they refused to come up and talk 
with us. I do hope that with Mr. Mason and his staff, with the com- 
ment he made about cooperating with the committee, that we will find 
amore friendly attitude and a desire to sit down and talk these things 
out. 

I must say I was shocked at the statement Mr. Slusser made and by 
his antagonistic tone that was running all through it. I would cer- 
tainly like to try to get rid of that relationship. 

Mr. Stusser. I would certainly have to protest the Senator’s state- 
ment that we refused tocome. I had no invitation to come. 

Senator CLark. I think the chairman will bear me out. 

Senator SparKMAN. I think what he is referring to were some 
informal talks rather than formal meetings. 

Senator CuarK. I would like to set the record straight, Mr. Chair- 
man. You and I discussed this, and you did call down there and 
asked them if they would come up. They said no. I asked you if you 
thought it would do any good if I called, and you said no, they didn’t 
want to discuss this matter. I just want the record to show that. 

Senator SparKMAN. I will put it this way: I recall asking Mr. 
Slusser privately if he could sit down and talk with me about these 
things, and tell me the things that they couldn’t live with, and try to 
work it out. I remember the statement that he gave me, which I 
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thought was one of frankness and candor, and that was that he couldn't 
very well afford to do that because if he disapproved of some, it would 
be an indication of approval of the others, and he was not in position 
to do that. 

I think he also told me that they were studying these problems. 

As I say, I think many of these things can be worked out administra- 
tively without the necessity of law, and yet, I realize that we get these 
insistent demands from the local authorities around over the country 
who feel that they do not have sufficient control over the running of 
their projects. 

Mr. Stusser. I think there is an improved relationship at this time, 
Senator. 

Senator SparKMAN. I am delighted. 

There are a good many other questions I should like to ask, but the 
time is so late I will not take any more time. I want to express appre- 
ciation to all of you gentlemen for your time and your patience and 
your endurance. 

Mr. Mason. Senator Sparkman, on behalf of all of us I want to 
thank the committee for what I think is a fine hearing to bring out the 
facts in this matter. 

Senator Sparkman. I think it will be most helpful. 

Mr. Mason. While I feel that we may not have been able to 
answer every question satisfactorily, we have at least tried our best, 
and we shall continue to try to work with your committee. 

Senator SpaRKMAN. I am sure it will be most helpful. 

We have one other group and that is the group from the Defense 
Department relating to Capehart housing. Mr. John H. Arrington, 
Chief of the Family Housing Division is next. Mr. Arrington, there 
may be someone accompanying you; if so, will you come around? 

All right, Mr. Arrington, and you are accompanied by 

Mr. Arrtnoron. Mr. Andrew Mayer of the Office of General Coun- 
sel, Department of Defense, and Mr. Harlow Harvey of the Family 
Housing Division. 





STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(PROPERTIES AND INSTALLATIONS) 


Mr. Arrtneton. I appreciate the opportunity to appear before you 
today on behalf of the Department of Defense, in order to offer our 
views on proposed legislation now pending before this committee, and 
report on the progress of our military housing programs. 

As of January 15, 1958, a total of 91,367 units have been authorized 
for development under the section 803 program. As indicated in the 
attached summary, 17,766 units are completed, 52,280 are under con- 
tract, and the balance are in various stages of development. It will 
be noted that for projects which have reached the contracting stage, 
the mortgages average $15,474 a unit, and total $1,084,223,384. Of 
this sum $659,993,382 (61 percent) represents private commitments 
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National 


Here is a status report listing projects by 


(The material referred to follows :) 


Title VIII (Capehart) housing program—Summary of development program as of 




















Jan. 15, 1959 
| Total Army Navy | Air Force 
= es | " aioe = a es 
Approved by ASD (P. & L.) | 91, 367 (234) 27,075 (96) 318 (31) 2, 974 (107) 
| camchic <= ” eae — 
In process 15,245 (48) 3,616 (17) 3,299 (11)| 8, 330 (20) 
Advertised : 4,657 (10) 1,104 (4)} 2. - (3 2,108 (3) 
Bidder accepted | 1,419 (6) 842 (3)| 577 (3) 
Under contract !_- 70,046 (170) 21, 51¢ 3 7) 6, 57 ‘ (14) al, 959 (85) 
og ee ee - ies Fe ee a a eee lari 
Private 42, 400 (114)| 9, 384 (42) 4, 645 (10) } 28, 371 (62) 
FNMA 27,646 (56) 12,129 (29) 1,929 (4 13, 588 (23) 
Total cost of units under contract. |$1, 139, 510,501 ($354,779,405 _|$105,737,687 __|$678, 993,409 
A verage | 16, 268 16, 491 16, 084 16, 182 
Mortgage proceeds 1, 084, 223, 384 335, 184, 051 102, 490, 467 646, 548, 866 
Average 4 | 15, 479 15, 580 15, 590 15, 409 
Private | 659, 993, 382 148, 177, 586 | 71, 744, 410 | 440, 071, 386 
FNMA... | 424, 230, 002 187, 006, 465 | 30, 746, 057 | 206, 477, 480 
Appropriated funds. - | 55, 287, 117 19, 595, 354 | 3, 247, 220 32, 444, 543 
Average | 789 911 | 494 77 





1 Includes 17,766 (50) units in completed projects (Army, 9,120 (33); Navy, 955 (3); 


NOTE. 


bers approved due to combination and incrementation of projects for contract purposes. 


Air Force, 7,691 (14). 
‘Number of projects shown in parentheses; sum of numbers in various stages may not equal num 
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Office of the Assistant Secretary of Defense (properties and installations)—Status of 
title VIII (Capehart) housing program as of Jan. 15, 1959 

















Com- Under Bidder Adver- | In proe- 
Installation pleted | construc- | accepted | tised for ess 
tion bids 
Grand total_._______- ony we i aia ae aL 17, 766 52, 280 1,419 4, 657 15, 245 
Army... ss alec a ns 9, 120 12, 393 842 1, 104 3, 616 
Navy..-- : ‘ Rivniicuncad ae 955 5, 619 0 1, 445 3, 299 
Air Force ‘ Pe es Bae ne 52, 974 7, 691 34, 268 577 2, 108 &, 330 
Alabama (total, 1,886) - Gerba etree aaa ea meee 970 516 400 one 
Army: | 
EE eR OE a ene eee 100 
Fort McClellan No. 2.........-.--.. ihe ca ee ae 200 
Redstone Arsenal No. 1_.........combined_- 120 e 
Redstone Arsenal No. 2__.....-------- do___- 150 
Redstone Arsenal No. 3_........------- aoe k BOO Linncddcccnlensascheusiuesee 
I Ne ence omnes PP einaeinnn . 
Fort Rucker No. 2-- udlivcuatr inne mates ip eee : 
Se aT Nc i ccnmmcatentacemiic 400 
ss isis iliodeieeedaeomapiadel 575 | 934 
Army: 
ESL AR ADI OE DAL PT ae. 4.2.5 aw neta Ne ress ce a 
eee 2 ete... —......-~-...- ssa aiie Penmaes 209 
Air Force: | 
OEE Se eee a een a Re ha 725 os 
NI icc weiter eeumcimm amines : ‘ 6 150 
SIE NO on. cece nbieinw oroae | 394 BR be inch nesencnglecskeee 
myene: Pine Bien Areenel... «..-.<<-~...ss<-ss-- «Ce a | a ieee 
Air Force: | 
Blytheville AFB _. pai eee ee 360 
Little Rock AFB ___-_- Bee ee ee 1, 535 
California (total 8,994) aaa si acachaiats acetates : 1,049 5, 596 ; s 400 1,949 
Army: 
Forts Baker and Barry.-.-........-.---- peti: 98 
i AES BO es dcckacacansomnibeiaen Se 60 |. on senitae 
SS SUMIERED ING, Dy oc mncencncaceseonawcee * eee sae 100 
SE IN IO a con iceicaccndsmmanbae ae eS 88 pine 
I 3 189 seclades ars ect a ea a eile se 
BONG NE Ns oc cnnewasscesaen a einaeale hie 900 
Travis AFB AA area : oT Si ee Ria & | 48 in “cael 
Two Rock Ranch Station. --.-...............!_--- | os i... ? l 
Navy: 
Centerville NF.............. a a aa _ ea 24 
IR 8 8 ee oi ee ea al DEER ae a hae does paw 800 
NE ONT DARI oop occccemccucnewnens aa vast PEAR eden cui sl ia nati 
PM RU oS ee on acme capa heirs ee i eo oie 24 
I ee ee tna bone 947 
Air Force: 
EE ee ee ne oes 0 8 ic cic a Vouk neeeee 
I a eS ee oa 49D | ..ccucecds 
RI aS ea 2 aleaakmelveennennda TOP Aentenunes iechaschaisatucnnan nan 
Air Force: | 
se a linéecelen eh. connote 
IIIT a Sinks ti eainiceniate aeneowe eee MR recs ae ovale 
Mather AFB SEE LEE, Ee ie |} ee ae oianiae 
Oxnard AFB_______- ee Bee ek ee ohio _| ee to am nue 
I i es Ee sain dain oi aca 
I CEES TO Bn accaleencnannhe RN hg ok oda lone ntacncct sane 
Ven@inbuse APB No.2. ......-...<.<...5<.- aa 525 Bee ee ie nS 
Colorado (total, 2,000). .......»..................._.. 500} 1,200 |....-..-- bias 300 
Army: | 
Fort Carson No. 1...........--.- combined __| a Na ok a sik nace 
Pe ENR B90) Bos oc ndpmiancoenaceidl do-__.-| iE olo- scant 
Air Force: 
Air Force Academy No. 1____-------- Se De eae RN ance 
Air Force Academy No. 2_.__------_-------- a am oe eee ee oh eS EES 300 
eines tel Gao 204 Po sce age 500 
Army: | | 
ICU RN i io micrmmiennlivinenti 92 OD hack cccctcdnenacsoskelendeneee 
ee EY SS eae ee ys Poe ie ouseee 
eer NTI RO on | OO ee’ Scans a — 
Nave: thew Losses NEB... Bs Sat ae eh eae 500 
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Office of the Assistant Secretary of Defense (properties and installations)—Status of 
title VIII (Capehart) housing program as of Jan. 14, 1959—Continued 






































1 _— - | = ] —— 
Com- Under | Bidder Adver- In proc- 
Installation pleted | construc- | accepted | tised for ess 
| tion | bids 
Si ine a fren ee ala 
Delaware (total, 1,000)..............----- i ood = 500 | 500 |_- te foot 
Air Force: Dover AFB_.___- seakeesieeals 500 500 2 ‘ee 
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Mr. Arrineron. In addition to the 91,367 units already authorized, a 
substantial number of additional units will be proposed for authoriza- 
tion in the Department of Defense military construction authorization 
bill for fiscal year 1960. It is therefore important to the continued 
successful development of the program that the present expiration 
date be extended by 1 year, to June 30, 1960, as provided in section 
601(a) of S. 57. 

_ Public Law 85-364, enacted on April 1, 1958, provided for an 
Increase in the interest ceiling on title VIII mortgages from 4 to 414 
percent. Immediately thereafter, following consultation with the 
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Office of the Secretary of Defense, the Federal Housing Administra- 
tion Commissioner established 414 percent as the current rate. 

Subsequently, private mortgage placements moved rapidly; since 
April 1958, 90 projects with 31,025 units have been placed under 
contract, w ith commitments for private mortgage financing totaling 
$491, 762,000. Except for 1,234 units with Federal National ‘Mortgage 
Association commitments outstanding prior to April 1958 (totalin, 
- $18,355,000) , no additional 803 projects have been financed with FNMA 
commitments. During this same period, 1,172 units, with mortgages 
totaling $17,656,000, have been converted from FNMA to private 
permanent financing. 

Whereas the 414 percent mortgages approached par in the spring 
of 1958 (99 to 9914), the market has gradually tightened, and a dis- 
count of 4 to 41% points is now required. Stated in another way, the 
803 mortgages are currently salable only at a net yield approaching 
43/, percent. At our present statutory ceiling of 41 4 percent, a 2-point 
discount would produce the required | yield. In any event the return 
to the lender, and the cost to the Government will be substantially the 
same. 

Although our present ceiling is adequate for the moment, we support 
an increase in the ceiling to BY percent (as provided in section 117 
of S. 612), in order to provide for flexibility in the event of future 
adverse trends in the market. In this connection, it is important that 
the mortgage term be increased from 25 to 30 years, as provided in 
section 601(b) of S. 57. Otherwise it will not be possible to amortize 
housing approaching the $16,500 per unit average cost limitation 
within the $90 per month average payment limitation. 

The Department of Defense supports section 117(3) of S. 612, 
which would add language to section 803 of the National Housing Act 
to clarify the authority to provide nondwelling facilities in 803 
projects. The military authorities desire to build a reasonable amount 
of such facilities, for purposes of project administration, maintenance, 
and protection, as well as for recreational purposes. In the last cate- 
gory would be buildings and play areas to accommodate teen-age clubs, 
PTA’ s, scouting, and sports activities. It is contemplated that: costs 
would be held to an average of about $200 per housing unit, within 
the existing $16,500 statutory ceiling. 

Section 602(a) of S. 57 would add to title VIII of the National 
Housing Act a new section 810, authorizing the Federal Housing 
Commissioner to insure mortgages on rental housing for military 
and essential civilian personnel serving or employ ed at a military 
install ation, on the basis of an “acceptable risk” rather than “economic 
soundness.” The FHA would accept the determination of the Secre- 
tary of Defense or his designee as to the need for the housing; 
but the FHA could require the Secretary of Defense to cuarantee 
the armed services housing mortgage insurance fund against loss, 
whenever it determined the risk to be not acc eptable. 

The Department of Defense opposes the enactment of this provi- 
sion. The Department has for some time taken the position that it 
is not feasible for the military to sponsor rental housing when it has 
no control over the location, design, or rents of such housing. This 
position has been established with respect to offbase rental housing 
for military personnel, and is even more applicable to such housing 
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for civilians. It is impossible to make long-range housing plans 
for civilians, because we cannot reply on them to occupy the housing 
provided, and we cannot compel such occupancy. 

Previous efforts by the military to provide rental housing for civil- 
ians have not been successful, because at the usual military post or 
depot civilian employees, who for the most part are already residents 
of nearby communities, prefer to occupy homes of their own choice 
rather than military family housing; examples of the effect of this 
preference are the high vacancy rates in the Wherry projects at Toby- 
anna, Pa., Crane Ordnance Depot, Ind., and Indian Head, Md. Gen- 
erally, civilian employees at normal military facilities are recruited 
locally and, therefore, are already established in the community ; even 
those who move into the area to accept such employment soon become 
integrated into the community. In view of this clear identity with 
the civilian community, the Department believes that civilian em- 
ployees should, and actually prefer to, rely on the normal housing 
supply rather than on military-sponsored and guaranteed projects. 

Section 603 of S.57 would amend section 404 of the Housing Amend- 
ments of 1955 to authorize the acquisition of section 207 housing built 
adjacent to military installations prior to July 1, 1952, and certified 
by the Department of Defense as being necessary for military use. 
Section 603 would further make mandatory the acquisition of section 
207 projects located at or near installations where title VIII projects 
are built. The Department of Defense opposition to the enactment of 
this provision was covered during testimony on a similar provision 
last year. 

Progress in the Wherry acquisition program is continuing at a sat- 
isfactory rate. Of the total of 83,727 units in the Wherry program, 


acquisition through December 31, 1958, totaled 53,776 units, divided 
as follows: 


Nee ene en ee ee at omen een See 14, 009 
ne ein ed EROS eg ae eo ee ec ee 8, 387 


In addition to the above, the Army plans to acquire 2,443 units and the 
Navy 4,152 units prior to the end of fiscal year 1959, for a new total 
of 60,371 units. 

_ The Department of Defense supports the provision contained in sec- 
tion 117(4) of S. 612, which would authorize the FHA Commissioner 
to reduce the amount of the mortgage insurance premium below one- 


_half of 1 percent for mortgages on ‘Wherry projects acquired by the 


Department of Defense. The present premium of one-half of 1 per- 
cent, the minimum now authorized by law, appears unnecessarily high, 
since the risk of loss is virtually eliminated when the Secretary of 
Defense acquires the projects. 

At this point I should like to discuss briefly a problem which has 
arisen in several Wherry condemnation cases, and which, if it becomes 
more widespread, could impede the Wherry acquisition program. I 
refer to the matter of assuming a mortgage on a Wherry project which 
is being acquired in condemnation. As you know, most of the statu- 
tory provisions relating to the acquisition of Wherry housing are con- 
tained in the Housing Act of 1956 (Public Law 1020, 84th Cong.). 
However, the only current provision which makes specific reference to 
the assumption of Wherry mortgages, and to purchases subject to such 
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mortgages, is section 310 of the Supplemental Appropriation Act, 
1957 (Public Law 814, 84th Cong.). The Department of Defense, and 
the Department of Justice, which of course handles all condemnations, 
have consistently taken the position that Public Law 1020 clearly con- 
templates that the military may assume or purchase subject to mort- 
gages, since it makes the revolving fund available for the payment of 
principal, interest, and mortgage insurance premiums, and at least one 
court has upheld this position. However, it seems important that any 
possibility of doubt on this point be removed, because an inability to 
assume or purchase subject to mortgages would require the Depart- 
ment of Defense to pay off each mortgage as the project was acquired. 
This would so sharply reduce the revolving fund that projects could 
be acquired only at a much slower rate. The Department of Defense 
has drafted language to clarify this point, and will submit it when 
clearance has been received from the Bureau of the Budget. 

Under the section 809 program providing for-sale housing for es- 
sential civilian employees at research and development installations, 
the Department of Defense has authorized the services to issue cer- 
tificates of need to FHA covering 4,650 units in 7 areas. As of No- 
vember 30, 1958, the services had issued 2,844 individual certificates 
and FHA had finally endorsed 1,919 mortgages totaling $24,095,650 
under a Department of Defense guarantee of the FHA mortgage in- 
surance fund. More recent information from FHA reveals that as 
of the end of 1958, $25,793,450 of insurance was in force on 2,055 units, 
with mortgages totaling $16,963,000 on 853 new units and 474 exist- 
ing units which were insured during 1958. 

However, this does not represent total activity under the program, 
because FHA has also issued conditional commitments to project de- 
velopers in order to achieve the economies of volume construction. 
Also, as of November 30, FNMA has executed mortgage purchase 
commitments amounting to $24,273,000 on 2,652 units, but since com- 
mitment about $4,850,000 has been picked up by private investors. 

Our views on section 604 of S. 57 have already been stated during 
last year’s testimony, and no further comments are offered since we 
understand this section is not now under consideration. 

This statement has been cleared in substance by the Bureau of the 
Budget, which has no objections to its submission. I shall be glad 
to answer any specific questions the committee may have. 

Senator SparKMAN. Go ahead, Mr. Arrington. 

Mr. Arrincron. I could summarize very briefly what is in the 
statement. 

Senator SparkMan. If you will. 

Mr. Arrinctron. We tough on the progress under the Capehart pro- 
gram; 70,000 units completed or under construction; over $1 billion 
in mortgages in effect. 

We support an extension for at least 1 year of the Capehart au- 
thority to June 30, 1960. We support the increased interest ceiling 
to 514 percent as contained in the administration bill. 

We support language to clarify authority to construct nondwelling 
facilities, which is also contained in S. 612. 

We oppose section 602(a) of S. 57, which would provide for a new 
section 810 of the National Housing Act for off-the-post rental 
housing. 
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Then under Wherry, briefly, we report that total acquisitions by 
June 30 of this year will reach better than 60,000 units out of an 
83,000 unit total in the program. 

We support the authority to reduce the mortgage insurance pre- 
mium on Wherry projects which have been acquired. Under exist- 
ing law, this is now a minimum of one-half of 1 em. The au- 
thority to reduce premiums is contained in 8. 612. We would also 
like to clarify our authority to assume mortgages on 1 Wherr y projects 
which we have acquired. Apparently there is some legislative doubt 
on that subject in condemnation cases. 

Senator SpaRKMAN. Would you repeat that statement / 

Mr. Arrincron. We would like to clarify our authority in con- 
demnation cases, Wherry acquisitions, to assume the mortgage. 

Senator SparKMAN. I'see. Is there some question now as to your 
right to dothat? 

Mr. Mayer. This question has been raised in a couple of condemna- 
tion cases, Mr. Chairman, yes. 

Senator SparkKMAN. May I ask you this about the condemnation 
request? You say you request the administration to raise the ceiling 
to 514 percent ¢ 

Mr. Arrincron. That is correct, sir. 

Senator SparRKMAN. You still would set the rate; would you not ? 

Mr. Arrincron. That is correct. We would confer with the FHA 
Commissioner who would set the rate. But we have been extremely | 
conservative, as you know, in even utilizing our present ceiling. At 
the present time C apehart mortgages are going at a discount of 4 to 
4144 points, which gives the lenders an effective yield of about 434 
percent. 

If we should go to our present statutory limit of 414 percent, pre- 
sumably we would have discounts of about 2 points, We are asking 
this additional ceiling to give us flexibility in the event of unforeseen 
future adverse market trends. 

Senator SparKMAN. You will recall, I am sure, that last year you 
testified before us that at that time the rate was + percent; that 414 
percent would move the mortgages. We gave you 414. 

Mr. Arrineton. Yes. 

Senator SparKMAN. The 414, I take it, did move the mortgages 
fairly well until just recently. Is that right ? 

Mr. Arrincron. That is correct. Since April of last year we have 
en 90 projects with 31,000 units under contract with commitments 
‘lor private mortgage financing totaling $491 million, so that the 
program has mov ed very well. 

Senator Sparkman. You support the figure, I presume, that the 
administration gave as to the additional authorization / 

Mr. Arrineron. Are you speaking of interest rate or 

Senator SpaRKMAN. No; insurance authorization. That is included 
in the overall total; isn’t it ? 

Mr. Arrineron. "No; there is no request for additional insurance 
authorization. 

Senator SparkMAN. No request for additional ? 

Mr. Arrineron. No, sir. 

Senator Sparkman. Simply an extension of the program and 
revision of the interest rate. 
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Mr. Arrineron. That is correct. 
Senator SparKMAN. And clarification of the right to acquire mort- 
gages? Are those the three things you are asking for ? 


Mr. Arrineton. Yes, sir; and the clear authority to construct non- 


dwelling facilities in Capehart projects. 

Senator SPARKMAN. Yes. 

Now I want to ask you something about the acquisition of Wherry 
projects. You gave the number of units. How many projects have 
not been acquired ? 

Mr. Arrrnetron. I don’t have a breakdown on that by numbers of 
projects, Mr. Chairman. 

Senator SpARKMAN. You gave the units; did you not? 

Mr. Arrrneton. Yes, sir. 

Senator SparKMAN. A total of how many ? 

Mr. Arrinetron. By the 30th of June we will have acquired a total 
of 60,371 units. 

Senator SparKMAN. Out of a total—I think you gave that figure. 

Mr. Arrincron. Out of a total of 83,000. 

Senator SPARKMAN. All but about 20,000, or 23,000? 

Mr. Arrrvneron. That is right, sir. 

Senator SparRKMAN. You will recall that last year the representa- 
tives of the Wherry Act housing organization appeared before us and 
strongly recommended compulsory acquisition of Wherry projects. 

Do you care to express yourself on that? 

Mr. Arrrnaton. We would be opposed to across-the-board manda- 
tory acquisition of Wherry projects. We feel that the program has 
been going forward in a very satisfactory fashion. Of the 60,000 
units which will be acquired by the end of this fiscal year, approxi- 
mately 41,000 of them are in the mandatory category, and about 
20,000 are permissive. 

In addition, we had scheduled for acquisition during fiscal 1960 
an additional 5,000 units. The units beyond that will be in areas 
where we are not scheduling new Capehart construction and where 
there is not an exceptional pressure for the most part for additional 
housing. 

Senator Sparkman. How many units are involved in condemna- 
tion proceedings now? Do you have that figure ? 

Mr. Arrtneton. I have an extensive tabulation here, but I don’t 
have a breakdown 

Senator SparKMAN. May I ask this: Is that included in your 60,300 
figure ? 

Mr. Arrtneton. Yes; that includes both negotiated purchase and 
condemnation. Offhand, for the most part the bulk of the Army’s 
program has been by condemnation. 

Now, of the 20 acquired projects they have negotiated 2, and they 
have condemned 18. In the Navy program, out of 16 projects they 
have negotiated 9 and condemned 7. 

In the Air Force, the bulk of their program is by negotiated 
purchase. 

Senator Sparkman. Why the difference ? 

Mr. Arrinaton. Well, there was initially a difference in philosophy. 
The Air Force was extremely anxious to get the Wherry acquisition 
program behind them, and to organize their housing inventory on & 
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uniform basis as rapidly as possible. The Air Force, of course, has, 
among the three services, the major housing deficit because 
of its separation from the Army about 10 years ago. The instal- 
lations which the Air Force acquired were for the most part new in- 
stallations without much of a housing inventory. Their deficit is the 
worst. 

Senator SparKMAN. Last year in the hearings, the Wherry hous- 
ing organization representatives made this statement: 


The Army and Navy have been reluctant to acquire Wherry housing. 


Is that a correct statement ? 

Mr. Arrtneton. Well, I believe there is a certain amount of truth 
to the fact that, for the most part, the Navy particularly would prefer 
to see the Wherry projects remain in private ownership and manage- 
ment, and available to naval personnel on a rental basis. 

Senator SparkMAN. Did you read the debate that we had on the 
Senate floor last year regarding the acquisition of Wherry housing? 
It came up a couple of times. 

Mr. Arrrneton. I am sure I have read at least some parts of it. 

Senator SparkMAN. Did you read the report of the subcommittee 
in which it called attention to the difference of philosophy as among 
the three services, and the differences in their approach to this prob- 
lem, and urging them to get some kind of uniform program ? 

Mr. Arrtneton. Yes, sir, and I might say that the Office of the 
Secretary of Defense has placed a great deal of emphasis during the 
past year or two on achievement of uniformity in the administration 
inthe Wherry acquisition program. 

Senator SpAaRKMAN. What has it done since last August or July, 
when that debate took place ? 

Mr. Arrineron. Well, during the past year we have conferred 
many times with the Army, and as a result of these discussions they 
set up a Wherry acquisition negotiation board. 

In other words, they pulled it all into one central board, armed 
with considerable authority from the Secretary of the Army to make 
executive-type decisions as to where they would be justified in making 
an offer, let us say, substantially above the fair market value 
appraisal 

Up until that time the Army negotiators tended to stick close to the 
fair market value appraisal, and exercised very little latitude in in- 
creasing price offers. 

_ I believe the situation has improved somewhat since the establish- 
ment of that board. 

Senator SparkMAN. I am glad to hear that, because we have had 
many, Many complaints about the differences as among the services, 
and particularly the manner in which some of the negotiations had 
been carried on. 

I for one felt that the criticism that came from the Armed Services, 
not from this committee, was well taken. I have been hopeful that 
the Defense Department and the different branches of the service 
would take that to heart and try to give us uniformity in action. 

Mr. Arrtneton. Also, the Navy has set up a central negotiation 
board as well, so all three services have a central Wherry acquisition 
service, so to speak. 
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In recent months, I might also say that all three services are now 
obtaining fair market value appraisals as a basis at least for initial 
consideration of such offers as they should make at the outset of nego- 
tiations. Prior to November of 1957 the Air Force in most instances 
was not obtaining appraisals. That was changed as a result of a 
memorandum from our office. So in recent months I would say the 
Air Force is considering condemnation of more projects than before 
and the Army, and particularly the Navy, are negotiating more, 
So they are drawing together. 

Senator SparKMAN. Fine; thank you very much. 

Senator Muskie? 

Senator Muskie. No; thank you. 

Senator Sparkman. We certainly appreciate the information you 
have given us and it will be helpful. 

Have you given suggestions in your statement as to the form that 
these legislative changes you recommend would take ? 

Mr. Maver. To the extent they have been cleared by the Bureau of 
the Budget. 

Mr. Arrineron. One of them is in the administration bill, referring 
to community facility under Capehart. 

Senator SparkMAN. How about this legal— 

Mr. Mayer. Oh, assuming the mortgage, sir, we haven’t gotten 
clearance from the Bureau of the Budget on that, but we will submit 
it in connection with our comment. 

Senator SparKMAN. Very well, or if you could just consult with 
our staff members you wouldn’t have to get clearance from the 
Budget probably, because you wouldn't be submitti ing anything to us. 

Thank you very much. 

Senator SparKMAN. The committee will stand in recess until 9:45 
tomorrow morning. 

(Thereupon, at 5:45 p.m., the subcommittee was recessed, to recon- 

vene at 9:45 a.m., Friday, January 23, 1959.) 
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FRIDAY, JANUARY 23, 1959 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m. in room 301, 
Senate Office Building, the Senator John Sparkman, presiding. 

Present: Senators Sparkman, Robertson, Douglas, Clark, Prox- 
mire, Byrd of West Virginia, Williams of New Jersey, Muskie, Bush, 
and Keating. 

Senator SparKMAN. Mr. Wheaton, you are tlie first witness and we 
are glad to have you with us. As I understand, you are the chairman 
of the board of directors of the National Housing Conference; is 
that right ? 

Mr. Wueaton. That is right, Mr. Chairman. 

Senator SparkMAN. We have your statement. You just proceed 
in your own way. 


STATEMENT OF WILLIAM L. C. WHEATON, CHAIRMAN OF THE 
BOARD OF DIRECTORS, ACCOMPANIED BY WARREN J. VINTON, 
MEMBER OF THE BOARD; AND FRANCIS X. SERVAITES, EXECU- 
TIVE VICE PRESIDENT, NATIONAL HOUSING CONFERENCE 


Mr. Wueaton. It is a great pleasure to be before this committee 
again as we have been for more than 25 years on housing legislation. 

This morning I am accompanied by Warren Vinton one of the di- 
rectors of the National Housing Conference, and Francis Servaites, 
the executive vice president of the National Housing Conference whom 
I believe many of you know has replaced Lee Johnson. 

I am not going to attempt to read my written testimony. If the 
chairman agrees, I would like to have that put in the record at the 
end of my oral remarks. 

Senator SparKMAN. That will be done. You have submitted two 
statements. You would like to have them put in in sequence? 

Mr. Wueaton. That is right. In addition to my own statement we 
are filing a reply to the statements made by the Commissioner of 
the Public Housing Administration in testimony made here yester- 
day. This covers a number of the detailed points which he sought 
to treat with in his testimony and which we believe deserve some kind 
of acomment. 

Senator SparKMAN. Both statements will be placed in the record 
and you proceed to summarize in any way that you wish. 
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Mr. Wueaton. I believe that we are at an important point in hous- 
ing legislative history here today because the housing program which 
the administration has proposed this year constitutes a repudiation 


of the Housing Act of 1949, a repudiation of the pene which - 


the Congress debated for 4 years and adopted after careful and de- 
liberate study. 

In addition, I believe that the housing program brought in here 
yesterday by the administration and expounded in the budget mes- 
sage and the Economic Report represents a philosophy of economic 
stagnation that will frustrate even the administration’s hopes for an 
expansion of the economy and a balanced budget. 

Now, these are rather extreme remarks and I believe that they 
deserve some exploration and support. To put these remarks in 
yerspective I would like to briefly recite the history of our present 
Salina program. 

You will recall that at the end of the war Senator Taft was made 
chairman of a Senate committee on postwar policy which began a 
series of hearings which lasted a year and a half, This committee 
looked into the housing needs of the Nation and that committee re- 
ceived extensive, carefully prepared studies on housing needs, on 
the cost of housing, on the role of technology in our housing economy, 
on the problems of land assembly, on the problems of housing as 
a stabilizing force in the economy, on the problems of credit and 
finance. 

After a series of hearings by this committee and other special com- 
mittees and a lengthy debate, the Congress adopted the Housing Act 
of 1949 with its pledge that national policy should work toward a 
decent home and a suitable living environment for every American 
family, and toward that end the Congress declared that it would 
be our policy to use to the fullest possible extent the resources of 
private industry, of Federal credit, of Federal grants, of local gov- 
ernment, in programs of urban renewal, public housing, credit aids 
to private housing, and research. 

And the Congress also pledged that, to achieve these ends and to 
benefit the rest of the economy, we should have a high, stable volume 
of home building. 

The Housing Act of 1949 sought to make specific these pledges in 
a realistically conceived housing program embracing all or almost 
all aspects of housing. It included, as you recall, six titles dealing 
with slum clearance, FHA, public housing, research, farm housing, 
urban renewal, and yield insurance. 

Now, in the decade since the passage of the 1949 act the major 
features of this program have become widely adopted and command 
wider support. Virtually every large city in the country and most of 
the small ones are now embarked in efforts at urban renewal which 
includes the comprehensive application of a whole series of aids and 
efforts toward the reconstruction of our cities. 

The Congress has twice expanded that program. The budget state- 
ment says that there are 650 projects in 380 cities to carry it out. 
During its first few years if you look at the first $500 million in grants 
authorized we have cleared 122,000 substandard dwellings in areas 
of approximately 20,000 acres of slums. 
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If we extrapolate in order to estimate the results of the present 
program authorized by Congress when it is completed several years 
hence it looks as though we will have cleared over a quarter of a 
million units of substandard housing to the great benefit of American 
cities. 

At the same time the housing problem has, of course, been com- 
plicated by a vast highway program which will result in the 
displacement of an equal number of families and other public con- 
struction and the code enforcement activities which are now required 
as an incident to urban renewal. These will result in displacement 
of equal magnitude. 

Senator Cuark. Mr. Chairman, does the witness want to complete 
his statement without interruption ? 

Senator SpARKMAN. What is you wish, Mr. Wheaton ? 

Mr. Wueaton. I would just as soon complete the statement. How- 
ever, if you want to ask a question. 

Senator SparKMAN. I will now say to the Senator from Pennsyl- 
vania he is not reading his prepared statement in detail. He is sum- 
marizing. 

Senator CiarK. I understand. 

Senator Sparkman. And the statement has been placed in the 
record, 

Senator CLarK. I don’t want to constantly interrupt but he just 
made a point that I would like to ask him to amplify a little bit. 

Yesterday, Mr. Wheaton, we were told by the Government people 
that they did not have any idea how many acres would have to be 
cleared to complete the urban renewal program. It was pointed out 
that we do not know exactly how many miles are going to be built in 
the highway system to complete the highway program. We do not 
know how much it is going to cost. We do not know how many acres 
are going to have to be cleared to get rid of the slums of our Nation. 
The administration has no idea what it is going to cost. I wonder if 
you do? 

Mr. Wueaton. I think it is possible to make a crude approximation 
of that based upon the fact that there still remain 13 million sub- 
standard dwelling units. 

Senator Crark. Yesterday we were told that was down to 10 mil- 
lion, is that not correct ? 

_ Mr. Wuearon. Thirteen million is the latest census figure but it 
includes farmhouses. The 1956 sample census did not differentiate 


between farm and urban and the 1314 million figure is the total 


United States and I think that the difference between 1314 and 10 
may reflect this difference. 

Senator CLark. Well now, can you tell us whether, in your opinion, 
We are making significant progress in the attempt to eliminate 
blighted slum areas, whether we are just about holding our own or 
Whether we are losing ground? The administration seemed to be 
quite complacent about the progress that had been made. 

Mr. Wueaton. As I shall point out a little later, Senator Clark, 
one of the most serious deficiencies of the present situation is that the 
administration has embarked on a program of know-nothingness. 

Senator Crark. They do not seem to have any facts and they do 
hot seem to be interested in getting them. 
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Mr. Wuearon. It has eliminated the research program which this 
committee recognized as an essential to the development of the hous- 
ing industry, to the development of the private sector of the housing 


industry. Tt has carefully eliminated its own economic research - 


divisions, it has even cut its operating statistics operations to the 
point where they do not any longer give you accurate, up-to-date 
information on current housing trends. Under these circumstances 
we are forced to rely on estimates prepared by private parties. We 
have done so at the University of Pennsylvania, and the National 
Bureau of Economic Research has tried to step into this gap and do 
a little bit of additional research, but I am afraid we are in a pretty 
powerless ¢ ondition certainly compared to the state we were in in 1945, 

Senator CiarKk. In other words, we are in your judgment no better 
off and perhaps worse off ? 

Mr. Wuearon. I would say in direct answer to the question, I 
would calculate it this way: We have 55 million dwelling units in the 
country, their average life expectation is not more than a hundred 
years. At that rate you would be having 1 percent per year, or 550,000 
dwelling units needing substantial replac ement. Under the urban 
renewal program, Mr. ‘Steiner’s estimate was that in the next 3 years 
we will be clearing at a rate of 30,000 units a year. 

On the other hand, the operations of the private market serve to 
reduce the number of substandard units as houses burn down, as 
houses are abandoned, and those are considerably larger than the 
number cleared by urban renewal programs today. 

Senator CLark. Of course, we have the new family formations at 
the rate of about 850,000 a year, do we not? 

Am I wrong on that figure ? 

Mr. Wueaton. I think it is a little higher than that. I think it has 
actually been running a little over a million. 

Senator CiarK. So, if you add new family formations, and houses 
which just disintegr: ate because of old age, you get a clear need for 
new, safe, and sanitary dwellings of around a million three hundred 
thousand a year, do you not, without any regard whatever to getting 
rid of substandard housing ? 

Mr. Wueaton. That is correct for this 5-year period. We need 
about a million three hundred thousand new dwelling units a. year 
before we start to replace existing occupied dwelling units which are 
substandard. 

Senator CLark. So it would not be much of an exaggeration to say, 
would it, if we are going to make any significant inroads against blight 
and substandard dwellings, our goal should be to step up new housing 
starts to 2 million a year? - 

Mr. Wueaton. Yes, 2 million a year, including farm, about a mil- 
lion eight hundred thousand in the nonfarm area. 

Senator Crark. Of course, that is far higher than we have ever 
achieved in any one year. 

Mr. Wueaton. The highest was 1,400,000 in 1950. In addition to 
those new construction requirements we would also need to substan- 
tially rehabilitate or modernize 2 million to 3 million units a year to 
maintain the quality of our present stock and prevent its accelerated 
deterioration. 
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Senator Cirark. And even such a program would not give us a safe 
and sanitary home for every American short of 20 years, would it ? 

Mr. Wueaton. In our need estimate, if we were to build 2 million 
homes a year and to rehabilitate 2 million homes a year, by 1970 we 
would have the number of substandard units down to around 5 million, 

or substantially less than half the present number. 

Senator Ciark. And realistically we cannot expect to achieve that 
goal, at least for the next 2 years, can we ? 

Senator Bus. Mr. Chairman ? 

Senator SPARKMAN. Senator Bush. 

Senator Busu. On this question of information and research which 
Mr. Wheaton spoke about having been let run down at the heels, so to 
speak, 1 wasn’t here in the closing hours of the hearing yesterday but 
lam informed that this question arose and that Mr. Mason said that 
he had asked last year for a million dollars to carry on research in 
this field and that the Appropriations Committee at that time denied 
that request. 

Were you here, Mr. Wheaton, when that took place ? 

Mr. Wueaton. I was not here yesterday nor do I recall the matter 
that Mr. Mason referred to. 

Senator Busy. That would not seem to indicate that the administra- 
tion was insensitive to the need for research and development infor- 
mation that is pertinent in the field. I would simply observe for the 
record that Mr. Mason did report that he had made that request and 
was turned down by the Appropriations C ommittee. 

Senator CLark. W ill the Senator yield ? 

Senator Busu. I do. 

Senator CLark. It occurs to me, as to the Senator’s comment on 
the statement, that we don’t need a million dollars for research in 
order to determine what the backlog is in public housing projects. All 
you have to do is write some letters and await the replies. 

Senator Busu. That might be the Senator’s opinion and that might 
be complete in itself, but there are lots of other things which this 
gentleman has mentioned which involved the question of the housing 
needs of this country. I simply assert that last year the Congress, 
controlled by the Democrats, in the Appropriations Committee did 
refuse the request of the Housing Agency on that point. 

Senator Keating. Mr. C hairman, may I ask the chairman for clari- 
fication ¢ 

Senator SpARKMAN. Senator Keating. 

Senator Keating. In the colloquy ‘between yourself and Senator 
Clark about 2 million units a year, you are not talking just about what 
the Government should furnish 

Mr. Wueaton. No. 

Senator Cuark. No, total. 

Mr. Wueaton. I am talking about total public and private con- 
struction, of which I would presume three-quarters or more would be 
private and probably half private without direct Government as- 
sistance, 

Senator Ciark. So that it would involve, in your thinking, two or 


three hundred thousand or up to 500,000 units built by the Govern- 
ment ? 
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Mr. Wueaton. I would hope not, no. I think that the amount that 
is built with direct Government assistance is a function of the volume 


of construction that is built without Government assistance. If we - 


can get construction, private construction without Government assist- 
ance, raised to a level of a million and a half, obviously our total re- 
quirements for Government aid would be substantially reduced. 

One of the most important aspects of housing policy is to do this, 

Senator CLark. I just wanted to make the observation that we have 
to distinguish between low rental housing built directly with Govern- 
ment money and private housing insured through FHA and VA 
mortgages. Unless we have that distinction in our mind the figures 
sometimes get confused. 

The amount of direct public housing requested for authorization 
has never gone any higher than 200,000 a year and is way down below 
that now. It is the stimulation of private industry through FHA 
and VA guarantees, particularly in lower priced housing, which is 
the really critical field for the moderate income people. 

Senator SparkMaAn. May I check one thing there? I believe the 
record does not clearly show what the Senator said. You said it 
never had exceeded 200,000. As a matter of fact, I am not sure it 
ever reached 100,000. Under the 1949 act it was provided there 
should be an average of 135,000 a year with an escalator clause. It 
might go up or down. I am not sure that it ever reached even 100,000. 

Mr. Wueaton. It was about 70,000 a year in the peak year. 

Senator SparkMAN. Eighty thousand was the highest number of 
starts in any one year. 

Senator Crark. I was thinking of the authorization. Didn’t we 
get up to 135,000 one year? 

Senator SparkMAN. The authorization in the 1949 act, that re- 
mained in existence for several years, was an average of 135,000 which 
could be escalated to 200,000 or dropped to 50,000. 

Senator Ciark. That is what I was referring to, of course; the 
Senator is quite correct in everything he says. 

Senator SparKMAN. There is one other thing. This is a little tech- 
nical, probably, but in my thinking I have always made a very clear 
distinction. The Senator referred to this housing being built with 
Federal money. As a matter of fact, it is built with money that the 
local authorities raise themselves by the sale of their own bonds. The 
Federal Government does not participate in it except in the prelim- 
inary financing. I believe they do do that, which is paid back. 

Mr. Wueaton. That is right. 

Senator Sparkman. The Government’s participation in so-called 
public housing is an underriding contract to make up the loss between 
the rent that these people are able to pay and what an economic rent 
would be. 

Senator Crark. Of course, the Senator is correct. 

Senator Sparkman. I think a great many people fail to under- 
stand that principle which I think is very important. 

Senator Crark. The Senator is, of course, correct, and he has put 
it far better than I did, and I am glad he did. The fact of the mat- 
ter is that it is the Federal undertaking to pay the deficit which makes 
it possible for local authority to float the bonds. The amount of 
money involved in doing that is far less than if the Federal Govern- 
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ment paid the tab itself. I stand corrected, I am grateful to the Sen- 
ator for saying what he did. 

Senator SparkMAn. I cannot give the figures offhand but as I re- 
call under the original 1949 act if we had built 135,000 a year it was 
estimated that there would be about $400 million a year of Federal 
Government’s underridings. 

Mr. Vinton. $336 million a year for annual contributions. 

Senator Sparkman. All right, $336 million a year was the basis 
of that. 

Mr. Wueaton. I would say in further answer to Senator Keat- 
ing’s question that my recollection is that Senator Taft said several 
times that he thought that about 10 percent of the total volume of 
housing construction should be public housing. 

Senator SparKMAN. You will find that in testimony before this 
committee: Senator Taft, I remember quite well, appeared before 
our committee and said that he thought that about 10 percent of the 
housing built should be public housing. 

I don’t know what he would say today in the light of economic 
conditions, whether he would hold to that or not, but he did make that 
statement many times. 

Mr. Wueaton. And the 135,000 units of public housing in the 
Wagner, Ellender, Taft bill was based on the basis of very careful 
needs estimates that the country ought to have about 1,350,000 houses 
a year, being built public and private in order to meet its housing 
needs. Of course, since then our population has grown much more 
rapidly than those estimates allowed for and home building in 1950 
went above that level as evidence that we could do better, but still I 
think there was a cogency behind Senator Taft’s position on the 10 
percent and the 135,000 which this committee recommended and the 
Congress adopted. 

Now, to return to the urban renewal program: Our progress to 
date still leaves 13 million substandard units of which I would esti- 
mate about 10 million are ultimately going to be cleared. 

Cities throughout the country have been slowly, painfully ex- 
panding their organization and planning staffs to gear themselves 
up for an urban renewal program and during the last year their ap- 
plications for Federal assistance through urban renewal reached a 
level, I understand, of between $600 million and $700 million a year. 
Thus, they are ready to roll at a level which would offer some prom- 
ise Of, within 20 or 30 years, eliminating slum and blighted areas 


‘from the United States, and at this point it is pane that the 


activity of the Federal Government be cut to a level o 
of current applications. 

_ Senator Crark. In other words, Mr. Wheaton, now that the bird 
is about to take off the ground the administration wants to shoot it 
down ? 

Mr. Wueaton. I think that that is in effect what is happening 
here. The program is being cut off, cut off at the 50-percent level, 
at just the time when cities are beginning to get a massive program 
rolling. 

Senator Sparkman. Mr. Wheaton, would you give that statement 


again; about the numbers? What did you say the amount of the 
applications was? 


less than half 
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Mr. Wueaton. We understand that during the last year applica- 
tions flowing into the Urban Renewal Administration would have 
required grants of between $600 million and $700 million a year. 

Senator Sparkman. I just wanted to check. We have that figure, it 
is $680 million. 

Mr. Wueaton. $680 million. 

Senator SparKMAN. Yes; that was the gross amount requested, 
After adjustment and rejections the amount was $447 million. The 
applications actually approved in fiscal 1958, we are not talking about 
the calendar year, amounted to $300 million. I thought it might be 
well for the record to show those figures. 

Mr. Wuearon. I think it should be made clear that these applica- 
tions will not result in loan and grant contracts for 3 or 4 years. 
They are applications in effect for earmarking of funds. 

I think it should also be noted that applications were deterred by the 
fact that the cities knew the money was not there. They were also 
deterred by the fact that the administration was then trying to tell 
people, “Well, postpone it, polish it up a little bit and submit it next 
year, we don’t have any money anyway.” And finally they imposed a 
rationing formula on cities, so the cities were told in effect you can’t 
have more than $10 million, this was the position Buffalo was in and 
why they didn’t apply for a project for $12 million which was above 
its quot: L. 

Senator SparKMAN. May I insert some more figures because I think 
these are quite relevant. Going into fiscal 1959 which would be the 
last half of calendar 1958, the amount on hand at the beginning of the 
fiscal year, that is July 1, 1958, was $334 million. The amount re- 
quested during the last 6 months of 1958, that is calendar 1958, the first 
6 months of fiscal 1959, was $249 million; and again the net require- 
ments after adjustments and rejections, was $363 million. 

There was a backlog of applications in process of $74 million and on 
a standby status $111 million, making a total pending, as of December 
31, 1958, of $185 million. 

Senator Ciark. Will the Senator permit a comment‘ It occurs 
to me that it is relevant to have in the record, if we have it, and 
yesterday the Government witnesses said they didn’t have it, the 
figures for applications for the 2 preceding years. We are in an 
accelerating situation where this program is really just beginning to 
roll in the smaller and middle sized cities and I think we can antic ipate 
without any question a rising curve of applications and continuous 

rationing unless we can get an ‘adequate grant reservation. 

Senator Sparkman. Let me ask, will you refresh my recollection: 
Did Mr. Steiner say he would submit those figures for the record! 
If not, we can get them. (See p. 149.) 

Senator Carx. He said he w ‘ould try to get them. 

Senator Sparkman. I will suggest to our staff that we get them. 

I want to add this note: I gave you that backlog in cold figures. 
I think it is well to say that this is not a good indicator of the 
backlog because of the existence of the rationing formula that you 
have pointed out. 

Mr. Wueaton. The Senator is quite right. 

Senator SparKMAN. Yes. 
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(Statistics referred to above follow :) 


Urban renewal capital grant—Applications filed and approved 


Fiscal 1957: Million 
CIE CANIN We a cas st trem geen odo soem ade $462 
Net reauiréements after adjustments... 2... ss... ne 415 
Ain Ny NIE fo ie ie cece che nin Grp bbteemiinn ecke | 

Fiscal 1958 : 

a ne ie eactemineonne tear 680 
Net requirements after adjustments... 2... 2... 447 
TE, Ie og tiem nee ahs ee 300 

Fiscal 1959 (1st 6 months) : 

IC ewe shh cc imieresalignasons 334 
Net reauirements after adjostmente_.__...___.-....__-...-.-.___..- 249 
res TOUR U IRI ie NON on Stee eA en ie be enemies 131 


Mr. Wuearon. I would say again, I think, we must bring these 
estimates back to the job,that needs to be done. There are 13 million 
substandard units in the United States according to the census. 
These are occupied by human beings and the best that we can do 
would not permit the clearance of all of these units for one whole 
generation. That means we have one generation of children that are 
going to be raised in substandard homes in slum and blighted areas, 
but it seems to me that the least that we can do is to offer the promise 
that at the end of that generation, the next generation won’t have to 
face the same problem. 

Units are becoming substandard at a crude estimate of 500,000 units 
ayear. At this lev el we must be building new homes at pretty close 
to2 million units a year to provide for the new family formation that 
is occuring each year and to provide vacancies so that these units that 
are substandard can be cleared. 

As I have indicated before, in addition we must have a vast re- 
habilitation effort to preserve the worth-preserving stock that we have. 

Of this estimated 2 million units a year private housing should be 
expected to provide 1,200,000 to 1,600, 000 units a year under present 
conventional mortgage financing and the FHA and VA aids. Be- 
yond that it is my conviction that we need a middle-income housing 
program conducted through private enterprise and cooperatives 
which would enable families who cannot now afford to buy a new 
house, the middle-income families, so-called, to buy an additional 
200,000 or 300,000 units a year. I should say to buy or to rent. 

Senator Ctark. Mr. Wheaton, are you going to treat more fully the 

middle-income program ? 
~ Mr. Wuearton. I will. 

Senator CLarK. I am most interested to get two facts developed in 
the record. First, what is the ‘spread between what a middle-income- 
group family w ith an income in the general range of $5,000 to $7,500 
a year can afford to pay and what they can get in the private market; 
and also your observation on what is called the trickle-down theory ? j 

Mr. Wueaton. I will cover that, Senator. 

Now, i in the face of this kind of need I have said that the admin- 
istr ation’ S program constitutes a repudiation of the 1949 act. Four 
of the six titles of that act are now ¢ a ad. The public housing title is 
dead if we follow the recommendations of the administration. The 
research program has been dead for lo these 4 years. The moderate- 
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rental housing program of yield insurance has never been imple- 
mented. The farm housing program is down to a level of $4 million 
a year, if I correctly read the budget message. 

Now it is proposed that a fifth of these programs, the renewal pro- 
gram be cut to the level of half of current applications. 

Senator CiarKk. Will you comment, a little, Mr. Wheaton—I say 
these things as I think of them so I do not forget—on the ineffective- 
ness of section 220, section 221, and section 207, rental housing. To my 
way of thinking, although those programs are not dead they are just 
about able to lift one arm. 

Mr. Wuearon. All right. 

Now the public housing program has been recommended for termi- 
nation. I might express amazement that it takes 1,600 employees 
to administer a dead program. The urban renewal program as we 
have described has been slowed down. The administration has not 
clearly enunciated what kind of a renewal program it anticipates for 
the future but you will note that Mr. Steiner’s estimate of future dis- 
placement says that he estimates that during a 3-year period 83,000 
families will be displaced as a result of renewal; this equals gener- 
ously 30,000 families a year and at this rate in 300 years we will not 
yet have cleared the 13 million substandard dwelling units in this 
country. This is an estimate of a program which doesn’t cover 
deterioration, much less make any progress toward the elimination 
of blight. 

The FHA rental housing program has declined from 169,000 rental 
units in 1949 to 60,000 last year. 

The total private residential construction has declined from 1,400,- 
000 in 1950 to a little over 1,100,000 last year. In addition, I should 
note that there has been an extreme variability in FHA and VA mort- 
gage insurance and guarantee programs. Far from achieving the 
stability which the Housing Act of 1949 set as appropriate goal, we 
have achieved a nightmare of instability. Indeed, during the last 
6 years the private housing home-building industry has been taken on 
the wildest roller-coaster ride in American economic history. We 
have an inadequate volume of new construction coupled with insta- 
bility. This seems to me to be a program of stabilized housing short- 
age, and I regret very much that we have backed away so far from 
principles which seem to be well established in national policy. 

I would like to discuss very briefly this matter of research program 
which was mentioned earlier. 

A decade ago the Housing Agency had at least a half a dozen 
nationally known, distinguished economists on its staff. If you look 
at the Department of Interior or the Department of Agriculture or the 
Department of Commerce, they are staffed with men of national repute, 
capable of providing the intelligence that we need to make decisions 
about public policy. Regretfully, it is true today that there isn’t a 
single distinguished economist whose name is widely known on the 
staff of the Housing and Home Finance Agency. 

Similarly, a decade ago we had some of the most able men in the 
field of technology on the staff of the Agency encouraging others to 
engage in technical research or trying to get some Federal contracts 


for housing research out to colleges and universities and private 
research laboratories. 
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Today this program has disappeared entirely. 
The President’s economic message says that one of the things that 
we must do to expand our economy is to have vigorous programs of 
research and development in every industry, but the President’s hous- 
ing program includes no proposals for such a program. 

Senator CLark. Mr. Wheaton, it is pretty difficult, is it not, because 
of the organization of the housing industry, to expect adequate re- 
search and development to come up through normal private channels? 

In other words, it is not like steel or General Motors or any indus- 
try which is large enough and rich enough, like Du Pont, to under- 
take its own research and development? It just isn’t that kind of 
an industry, is it ? 

Mr. Wuearton. I am glad that the Senator raised this point, be- 
cause it seems to me that housing is exactly analogous to agriculture, 
with a lot of small economic units which cannot finance their own 
research as can be done in other industries. And, just as in agricul- 
ture, the Government research programs have produced for us the 
greatest rise in agricultural productivity in man’s history—indeed, 
agricultural surpluses—so I am convinced that we could make enor- 
mous progress if we could give the housing industry that kind of 
help. I don’t know where we could make better dollar-for-dollar 
investments than in housing research. 

I think that these facts sustain my charge that in effect the admin- 
istration’s program is a repudiation of the principles that Congress 
has established with respect to housing. 

Now, what can we do for the future ? 

Our cities now contain two-thirds of our population, indeed, if you 
include the population of the standard metropolitan areas and other 
urban areas, 80 percent of our population lives in cities. Our wealth 
and productivity are very largely concentrated in these cities. The 
census forecasts that in the next 20 years they must accommodate 80 to 
100 million more people. This means that their population will virtu- 
ally double in 20 years. 

_ It is well known that what we call in my line of work “public 
investment ratios” require the expenditure of $30 worth of public 
money to provide community facilities to serve every $70 worth of 
private money. If you have a city which is having a total investment 
in housing and industry and commerce and so forth and so on of 
$100 million a year, your city is going to have to invest $30 million 
a year in streets and sewer and water facilities and other things that 


_the public must provide in order to sustain that private investment. 


Here is the face of an expanding population and an expanding 
economy it is proposed that we substantially terminate this essential 
support for private investment. 

A housing and renewal program for an expanding economy would 
require as a minimum $600 million a year worth of capital grants for 
urban renewal ; urban renewal has become and is the appropriate form 
for the rebuilding of cities. This would permit the removal of sub- 
standard units in 50 years, a very slow pace, if we did nothing else, 
but in the light of the acceleration of highway programs and other 
programs of public construction this oa be shortened by half if 
We can raise the level of private residential construction. 
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Senator CLiark. Mr. Wheaton, let me interrupt you to make this 
comment and ask for your thought : about it. 

There was a rather determined effort being made around here to 
put me personally in the position of having asked for an incredibly 
extravagant amount of money for urban renewal. In my bill I ask 
for $600 million a year for 10 years. From your experience would 
you have the slightest doubt that that money could be absorbed, could 
easily be absorbed, by the need of our urban communities; would be 
absorbed by the mayors of our cities and the redevelopment authori- 
ties if it were made available? 

Mr. Wueaton. I have no question whatsover that that money can 
be absorbed as rapidly as it becomes available. The program appli- 

cations are now at this level, and I see no reason why they couldn't 
be sustained at this level in the indefinite future. 

Senator Crark. Isn’t it also true that city after city is get- 
ting into this program, getting into this act, that has never 
been in it before. T hat, for ‘example, in a State like Maine 
they are only beginning to wake up to the possibilities of this pro- 
gram. I know that in the 53 smaller cities in the Commonwealth 
of Pennsylvania there are at least half that are just beginning to do 
the preliminary planning to get into this program and where the 
need is at least as great as it is in our larger cities. Would you agree 
with that ? 

Mr. Wueraton. Yes, and some of the suburban areas which tradi- 
tionally regarded themselves as blight-free have begun to take a look 
and you will find Suffolk County, in New York, and Westchester 
County outside of New York. 

Senator CLarK. Delaware County in Pennsylvania? 

Mr. Wueaton. Yes. 

Senator Crark. Allegheny outside of Pittsburgh, Washington 
County—at least a dozen counties in Pennsylvania which have large 
suburban populations. 

Mr. Wueaton. I call attention to the fact that it is the suburban 
areas that must take the brunt of future population growth. Their 
population 1 is likely to double or triple within the next 15 to 20 years. 

Senator Ciark. While I think of it, will you comment at some ‘point 
on the roadblock which is thrown against adequate redevelopment, 
public housing development, by the proliferation of local govern- 
mental units and the feeling which I don’t have much sy mpathy with, 
that you have to treat each little borough and each little town as 
though it were. completely sovereign, so we can’t deal with these 
problems on a metropolitan area basis. 

Mr. Wuearton. I think it is essential that we have at least planning 
in the metropolitan areas, for this is the only way that you can get the 
kind of estimates that you were asking for earlier, Senator, about what 
the magnitude of our urban renewal requirements might be. A few 
cities are now undertaking to make such estimates—Philadelphia, 
Utica, N.Y., Newark, N. J., the northern New Jersey area. These 
cities ‘are trying to paste together an estimate of what a metropolitan 
area renewal program looks like. 

Senator Busu. Mr. Chairman, as long as we are on the subject of 
the money involved in this I would just like to ask one or two ques- 
tions here. 
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Senator SparKMAN. All right. 

Senator Busu. Mr. Wheaton is talking about a desirable annual 
expenditure of $600 million a year and the Administration program 
calls for $250 million for the next 2 years, I believe. The bill which 
I have introduced gives the President an additional $100 million 
which would make a possible $350 million. But actually what you are 
talking about is more than double what the Administration is talking 
about, as you no doubt know. 

So far as the budget is concerned obviously if the Government 
were to do what you now propose this would involve spending a sum 
even next year, if you had your way, of approximately $600 million. 
This would be substantially in excess of the budget figure which is 
approximately $100.4 million as far as the expenditures forecast for 
next year are concerned. 

I wondered if you have given any thought as to how you would 
recommend that this difference between what you want to spend and 
what is in the budget ought to be financed? Should it be financed 
by borrowing or increased taxation? I might say here just to com- 
plete my statement that the budget appears to be under criticism from 
some of its opponents, or the President’s opponents, for the fact that 
the income estimates are not reliable, they say, because they won’t pro- 
duce that much income. According to them maybe we will be behind 
the eight-ball. I don’t happen to agree with that, but let’s assume 
that the budget estimates of income are reasonably correct. 

How do you propose that these additional expenditures that you 
are recommending be financed ? 

Mr. Wueaton. First, let me point out that an authorization of 
$600 million for the next year will not produce actual Government 
expenditures for 3 to 5 years. Indeed, the first $500 million author- 
ized in 1949 a decade ago has not been spent, yet cities are rolling for- 
ward with programs based on commitments made from that $500 mil- 
lion. We in Philadelphia are about to embark on one of the largest 
projects in the country. So that I do not think that this authoriza- 
tion will produce any great increases during the next budget year and 
very few in the following one. It will involve only relatively minor 
expenditures of the order of 2 or 3 percent for planning advances. 

Senator Busn. I understand that. In fact, I pointed that out. 
What I am trying to get at is your reference to the desirability of a 
very substantially increased program over and above what the Ad- 
ministration has recommended. What I am trying to get from you 


-ishow you think that should be financed ? 


Mr. Wuearon. I think that if we were to have full employment 
rather than 4 million unemployed the President’s budget estimates 
with respect to the revenue side might be capable of being realized. 
I think that we have an economy which is capable of being expanded 
at the rate of 4 or 5 percent per year on a $400 million base; this is 
at the rate of $16 to $20 billion a year. Under normal circumstances 
this would increase Federal funds available at the present tax rates 
by $5 to $7 billion a year. 

Senator Busu. In other words, you gamble on the increase rather 
than seeing it proved as a fact, is that right ? 

Mr. Wueaton. Further, I would say that if we really did run into 
not an anticipated, hoped for, or feared inflation, but a real inflation, 

354825917 
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I would myself say I don’t see why we shouldn’t go to cutting back 
consumer expenditures, and perhaps even levying a sales tax, if we 
faced a real inflationary threat, not just an imagined one. 


Senator Busu. How would you cut back consumer durable expend- - 


itures ¢ 

Mr. Wueaton. These are the sensitive parts of our economy as the 
President’s budget message indicates, but these are the ones which 
were allowed to go rolling ahead at a merry rate in times of purported 
inflationary danger while housing was being cut back. 

Senator CLarK. Will the Senator yield for an observation ? 

Senator Busn. I always yield to my friend from Pennsylvania. 

Senator CLarK. I say we ought to pay for it in the first instance by 
closing tax loopholes. There would be something in the neighborhood 
of $10 billion in that way. 

Senator Busn. Are you sure of that figure ? 

Senator CrarKk. Our friends from the AFL-CIO are not always 
right. They say $11 billion, I am saying $10 billion. To my way of 
thinking, we only need $6 billion. If we get an additional $6 billion 
increase on the President’s figures we would be doing about what we 
should. If I were wrong about that I think we ought to go back in 
the general direction of the tax level of the 1954 bill. I say that 
because I think we have an obligation to say, we ought to say, we 
would rather see a higher tax level than to permit not only these cry- 
ing injustices from the human point of view but the continued obsoles- 
cence in the public economy. I know my friend and I do not agree on 
all these things but I think it is right. Let’s get it on the table, this 
is the issue. 

Senator Busu. We don’t disagree on all of them, I am sure of that. 
T think that it would be interesting as we go along here and talk 
about all these increased expenditures that we favor, and I favor some 
of them, to get the point of view of the proponents about how they are 
going to be taken care of. That is one of the important things we have 
to do, is pay the bills. That is the reason I raised the question. 

Senator Crark. If the Senator would permit one more somewhat 
Republican comment from me, perhaps we ought to get an item veto. 

Senator Busn. The Senator is quite correct and has kindly agreed 
to join me in that along with his colleague on his left. I would agree 
with that. 

Mr. Wueaton. I want to point out that we are spending annually 
$5 to $6 billion which are of assistance to less than 20 million people. 
I believe that much if not all of that expenditure for agriculture 1s 
necessary for our economy, and yet I am struck by the imbalance that 
the hundred million people that live in the cities receive aids which are 
but a tiny fraction of this $6 billion for agriculture. 

In the research field, for example agricultural research, $250 million 
to $350 million a year for the last decade; housing research, $3 million 
in 1950 and none since. Now, this is a striking imbalance, and I say 
this not with the view that I am advocating a reduction of agricultural 
expenditures, but with a view that we get ourselves into a sense of bal- 
ance as to where our economy is going, where its major resources are, 
and where Federal aids must therefore go to keep our economy eX- 
panding as it has in the past. 
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Senator SparRKMAN. What figure did you give for research ex- 

a in the Department of. Agriculture ¢ 
fr. WHeaton. $240 million the last I looked at it; my recollection 
is it is up to $350 million now. 

Senator SparkMan. About $350 million / 

Mr. Wireaton. That is my recollection. 

Senator SpaARKMAN. I wonder if I might ask this question regarding 
something that you discussed a little further back and that was the 
matter of metropolitan planning. Isn’t that a matter for the States 
and local municipalities to work out rather, than Federal Government ? 
Except that we can make the program available in the event they do 
that, but isn’t that where most of your problem is 4 

Mr. Wueaton. I think there is a primary responsibility for han- 
dling this problem on the States and the loce ities, for after all the legal 
responsibility is vested, in the States. On the other hand, when the 
Federal Government is, as the budget says, investing $2 billion a year 
in cities, 1 wonder whether the I ‘ederal Gov ernment doesn’t also have 
a responsibility for making sure that the cities are themselves getting 
together, cooperating, joining into metropolitan planning jurisdictions 
to do an effective planning job. If we can build in some real incentives 
for metropolitan planning into our housing aid program, I should 
imagine the cities would be moving in that direction fairly kly. 

The difficulty is that we have not built in strong enough incentives. 

Senator CLark. Would the Senator yield on that point / 

Senator SPARKMAN. Yes. 

Senator CiarK. It seems to me that is a field again where we could 
use both carrot and stick. We might impose a few sanctions if we 
grant as well as a few inducements for them, also. I think the Senator 
would agree that in at least several of our large metropolitan areas we 
cross State lines and it is very difficult to get interstate compacts to do 
this job. 

Senator SparkMAN. I am glad to hear about the carrot and the 
stick. You hold this out as a stick, they get preference over those that 
don’t. I think that isa good point there. 

Senator Ciark. I am convinced the Senator’s stick is a bludgeon, 
once it is used the patient will be dead. 

Mr. Wuearton. The problem is not that the central cities don’t 
want to cooperate but that the suburban areas with some justification 
desire to preserve their autonomy and fear central cities’ domination. 

Senator CLark. I think we ought to be realistic enough also to un- 


derstand the politics of it, which is just a fact of life. Practic: ully all 


the big cities are Democratic, practically all the suburban areas are 
Republican, itisawfully hard to get them ‘together. 

That is why I think we have to use both carrot and stick, and sort of 
economically; that is the real trouble. It is the political difference 
between the composition of the suburban areas and the cities. 

Senator Sparkman. Which party goes for the carrot and which one 
has to have the stick ? 

Senator CLark. Senator Sparkman knows that our being the party 
of the people, we prefer the carrot. 

Senator Busu. But use the stick. 

Mr. Wuraron. I would like to suggest that if this committee were 
to write into the next housing bill that the maximum mortgage ratio 
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insured under FHA would decline 1 percent per year in any suburban 
community that was not a member of an official metropolitan plannin 

agency, I think a lot of suburban communities would join in officia 
metropolitan planning agencies quite quickly. It might take 3 or 4 
years before the home builders and home buyers took an active inter- 
est, but they would. This would be a very simple device, the shoe 
wouldn't pinch very hard anywhere, but as yet we haven’t built that 
kind of incentive into our housing legislation. 

Senator SparKMAN. Going back on this question of research, a 
kindred question. Back 2 or 3 years ago we had testimony before 
this committee, considerable testimony, as to the need for city plan- 
ners. As a matter of fact, this committee on a couple of occasions 
has written into the bill a provision for scholarships for city planners 
or some incentive to step up the training of people for this particular 
work, 

Do you have any comment as to the need for city planners now? 
Has it loosened up or is there still a shortage ? 

Mr. Wueaton. It has never been more acute. I would say the 
local governments have between 500 and 700 vacant professional posi- 
tions which can’t be filled at the present in city planning and renewal 
agencies. The schools, and they have grown in number. from 5 at the 
end of the war to about 31, are doing | their best to expand training. 
The problem is that large scholarship and fellowship funds are avail- 
able in physics, in medicine, in chemistry, but nothing is available in 
this relatively small but important field. A scholarship program of 
a million dollars a year, would, within a very few years, break this 
bottleneck which is now a very, very serious one for the local govern- 
ment agencies which have to really carry the ball in this program. 

Senator Busn. Mr. Chairman, I think your witness makes an 
awfully good point there; I know a little bit about that, not nearly as 
much as you do, Mr. Wheaton. Are the State universities giving 
special degrees now ? 

Mr. Wueaton. There are 31 colleges of which I would suppose half 
are State universities; North Carolina and California are the most 
outstanding, but Michigan, Illinois, and others provide such training. 
The only school I think in. Connecticut is Yale. 

Senator Busu. Is that the only one in Connecticut ? 

Mr. Wueaton. That offers a degree in city planning. 

Senator Busu. The University of Connecticut does not? 

Mr. Wueaton. No. 

Senator CLarK. You weren’t suggesting that the only university in 
Connecticut was Yale, were you ? 

Mr. Wueaton. No; the only one that offered a degree in city 
planning. 

Senator CLark. Sometimes it seems that way to Harvard men. 

Senator Busx. I think you made an awfully good point there. I 
agree from what I have learned about it through the activity at New 
Haven that it is a very pressing need. These are demands for these 
men that get this degr ee from all over the country. Obviously there 
is not enough training in that field and I think it is a very serious 
shortage. As these communities grow so rapidly, and the highways 
are cutting through and around them, the whole question of planning 
is a very vital one and I am glad you brought it out so well. 
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Mr. Wueaton. The Association of State Highways Officials has 
recently adopted a resolution in effect urging the State highway 
departments to establish city planning divisions in the State highw ay 
departments to try to safeguard against some of the terrible reper- 
cussions, that the highw: ay program is going to have on urban areas, 
Iam very fearful about this, because the competent personnel is not 
available to fill those positions. 

Senator SparKMAN. Mr. Wheaton, we have been 55 minutes on your 
statement, we could question you all di ay. Since we do have a rather 
full schedule, I should like to suggest to the members of the com- 
mittee that we close it up as rapidly ; as possible. 

However, I want to throw out just this thought that you or some 
of those who follow you may comment on. I was rather encouraged 
recently when the Housing Administrator, Albert Cole, in submitting 
his resignation issued a statement in which he said this: 

By 1970 I believe that the march of slums will be halted and our urban areas 
will be freed of the menace of spreading blight and deterioration. The slum as 
we know it today will be on its way out. By that year I believe that the oppor- 
tunity for a decent home in a good neighborhood will become a reality for 
virtually every American family. We have made substantial progress toward 
that goal, much remains to be done. 

As I say, I was quite encouraged to see him suggest that realiz: ition 
within such a relatively short time. | remember that about 3 years 
ago President Eisenhower commenting on this situtaion said that at 
the present rate at which we are going it will require 200 years to 
remove our slums. 

Do you think Mr. Cole was too optimistic in his statement, or are 
we proceeding fast enough to make that statement realistic ? 

Mr. Wueaton. I am a great believer in the efficacy of prayer, 
Senator, but I am afraid that in this instance unless prayer is given 
a positive and concrete effect by specific measures which I would 
like to just identify before I close, there is not a ghost of a chance 
that we will have more than 10 or 15 percent reduction in the slum 
areas of the United States by 1970. 

I think we have got to have an expanded public housing program, 
we have got to have a public housing program that is more acceptable 
to communities and which will include many of the changes which 
are included in bills before the committee today. In addition to that 
I think we have to have a higher volume of public housing. 

We have got to do something about relocation housing. Senator 
Clark asked me earlier to comment on the FHA 220 and 221 pro- 


grams. These have been on the books now for 5 years with scanda- 


lously little effect. I understand it was conceded here yesterd: ay that 
in the Northeast States there were 41 oc cupied section 221 units after 
d years of effort. 

Senator CLark. We didn’t get that out of them, they told us they 
would let us have the information today. (See p. 149.) 

Mr. Wueaton. Well, one of our old Republican friends in housing 
from Senator Taft’s State called the other d: ay to say that one of the 
cities in that State which has been boasting most vigorously about 
a section 221 relocation housing project had made an investigation to 
see how many families from ‘slum areas went into the section 221 
project, and they found only one family which had been so relocated. 
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So that made the story good. But this is not an answer for most 
of the families being relocated from blighted areas. These are low- 
income families; about 40 percent of them are low-income families 
that can’t afford to pay more than a public housing rent. Another 
30 to 40 percent of them are middle-income families, they have stable 
incomes at a modest level and if we could devise an effective middle- 
income housing program they could buy or rent private housing— 
but that does not mean a housing program that is just an extension 
of the FHA. It means something that is radically different. There 
have been some proposals this year for such a program involving the 
use of the principle used in the college housing program. 

Then further, there is the larger problem of expanding private 
housing production so that we are building enough homes for the 
families who can afford to buy new homes so that the filtering-down 
process can work. To do this we must stabilize the present govern- 
mental aids for private home building and we must expand private 
home building. This will require measures, some of which I take 
it are anticipated in the later hearings of this committee, and for which 
the committee has already assembled an important mortgage credit 
study. 

Senator Ciark. When you say filtering down, do you mean trickle 
down ? 

Mr. Wuearon. Yes, the filtration theory which the opponents of 
public housing use to tell how we are going to some day in the future 
take care of low income families. That theory has never worked. 
That fact that we have 13 million substandard homes occupied by 
human beings, is a demonstration that it doesn’t work. But this 
doesn’t mean that it could not be made to work far more effectively 
if we had a high sustained volume of private construction, and if we 
could induce high income families to buy more new homes and vacate 
old ones. But this will require an expansion, a radical expansion 
by two hundred thousand, three hundred thousand, or four hundred 
thousand units a year of new private construction. 

Finally I think we have covered research, but there are some other 
types of housing aid that I have not mentioned and which are import- 
ant pieces in a comprehensive program. These include a far more 
vigorous set of aids for cooperative housing which is a device through 
which we can get housing through private means in many, many cru- 
cial situations where the speculative builder simply won't operate. 

We have a rapidly increasing number of aging and we must have 
a housing program that meets their needs, not a lot of programs that 
are going to produce apartments at $90 or $100 a month for the aged. 
These are desirable, but we need something more effective that will 
provide housing for aged families that have incomes of a thousand 
to two thousand a year. We need a far more vigorous program of 
farm housing. We need an expansion of the community facility loan 
program and of the public works planning programs which we have 
had in the past. We need an expansion of the college housing program. 
To give stective administration to all of these programs and to pro- 
vide the coordination and the political leadership that they will 


require I think we need a Department of Housing and Urban De- 


velopment, something that will put responsibility for housing in the 
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cabinet of the President where it is abundantly obvious the decisions 
are being made or not being made today. 

Thank you. 

Senator SparKMAN. Thank you, Mr. Wheaton. It has been a most 
helpful statement and we appreciate it. 

Mr. Wueaton. Thank you, sir. 

(The prepared statement of Mr. Wheaton follows:) 


STATEMENT OF WILLIAM L. C. WHEATON, CHAIRMAN, BOARD OF DIRECTORS, 
NATIONAL HOUSING CONFERENCE 


Mr. Chairman and members of the committee, it is a great honor to appear 
before you again on housing legislation. For over 25 years the National Hous- 
ing Conference has sought to reflect the views of the civic, religious, welfare, 
women’s, veterans’ and housing organizations which provide its membership. 
We are concerned solely that the housing programs of the Federal Government 
should serve the interests of the American people, rather than any special busi- 
ness or other interest. 

The bills before the committee represent an auspicious begining for what can 
be a major year in housing progress. We appreciate the importance that the 
Senate and this committee is attributing to housing legislation by calling these 
hearings early in the session and before the whole committee. We believe that 
this sense of urgency reflects the public demand for action in housing expressed 

} in the last election. Further, we believe that it should be possible for the Con- 
gress to take early action on legislation while, at the same time, giving to that 
legislation the careful thought required to achieve enduring progress. 

I am mindful of the admonition of the committee to concentrate testimony 
upon new problems and tp minimize discussion of issues which were discussed 
and debated last year and upon which the Senate acted. In accordance with 
the request of the committee, I will confine my attention largely to the new 
matters raised in some of the bills. In order that our views on some of the 
details may be known to the committee, I request that there be inserted in the 
record at the end of this testimony a statement on certain specific recommenda- 
) tions. 


, A number of bills have already been introduced, including an omnibus bill by 
, Senator Sparkman (S. 57) ; one limited to urban renewal, low-rent housing, and 
relocation housing by Senator Clark (S. 193); two further bills by Senator 


Clark dealing with college housing (S. 194) and with foreclosures of FHA-in- 
sured mortgages (S. 195), and finally a bill on urban renewal by Senator Bush 
. (S. 266). For the sake of convenience, I will follow the sequence of titles in 
the omnibus bill, S. 57, indicating where appropriate, desirable features drawn 
from other bills. Before entering upon this specific discussion, however, I would 
like to make several general points. 

L First, the housing economy is not in a healthy state. While there has been 
some slight improvement in new residential construction, we are still building 
20 percent less housing than we built 8 years ago. The homebuilding industry 
is operating well below capacity at a time when 4 million people remain unem- 
ployed and millions continue to occupy slum dwellings. If this pseudo-pros- 
perity is to continue for very many years, I fear that we will never realize the 

' objectives adopted by the Congress in the Housing Act of 1949 for the provision 

of a decent home for every American family. Now is the time to make a search- 

ing analysis of the ills that beset the housing economy and that have continued 
this state of semidepression through years of unparalleled prosperity. 

f Second, American communities have unanimously accepted the concept of urban 

1 renewal and are pushing forward on that program with the utmost urgency. 

5 The program has begun to move toward the momentum and size needed to make 

real progress toward the elimination of slums and blight. This momentum 
| has been attained only after 9 years of work to develop organizations, to re- 

- cruit professional staff, to gain public understanding, and to iron out methods 

l and procedures. At this crucial period, an attempt is being made to cut the 

program back far below the level needed to achieve real progress. If this cut- 

back succeeds, much will be lost, for the present enthusiasm behind the program 
stems from a belief that slums and blight can be eliminated and will be elim- 
inated at a steady rate. If that conviction is replaced by a sense of frustration, 





256 HOUSING ACT OF 1959 


a sense that the volume of clearance will never even clear the worst slums and 
that the volume of rehabilitation will never achieve the current rate of de- 
terioration, it may be another generation before this sense of urgency is re. 
gained. 

Third, in addition to this immediate urgent problem, the committee has al- 
ready recognized some major long-range problems and taken the leadership in 
assembling a series of monographs on the problems of financing the expansion 
of home building during the 1960’s. The committee study of mortgage credit 
is a uniquely fine point of departure for its later examination of those long- 
range issues. We deliberately withhold extended discussion of them, pending 
later hearings. 

Title I of S. 57 reflects the need for numerous changes in the FHA program 
of mortgage insurance. We are in full accord with its proposals for the en- 
largement of mortgage insurance authorization and the less important pro- 
posals which would extend the title I program, increase mortgage ceilings, per- 
mit more flexible escrow arrangements, increase mortgage amounts for rental 
housing, improve the cooperative housing program, modify the programs of 
mortgage insurance under sections 220 and 221, and provide a new program of 
insurance for housing for the elderly. All of these changes appear to be nec- 
essary and well-conceived and not matters of controversy. 

Several sections of this title could be improved by the incorporation of addi- 
tional features not in controversy. We urge that the cooperative housing title 
be extended to include rehabilitated units and to make provision for working 
capital allowance in the mortgage amount. The section 220 program for hous- 
ing in renewal areas should be modified to include new mortgage ratios based 
on new maximum mortgage amounts and escrow provisions applicable to other 
programs. Similarly, changes in the section 221 program for relocation housing 
to conform with modifications in other titles appear to be desirable. An en- 
largement of the maximum total mortgage amount and extension of allowable 
default period appear to be noncontroversial improvements in the legislation 
which could be incorporated in 8. 57. Either now, or at a later date, the com- 
mitte should also give earnest consideration to the changes in the FHA in- 
surance premium proposed by many groups. 

Title II of S. 57 proposes a new program of FHA mortgage insurance for the 
elderly. This program would facilitate development of new housing in types 
designed for aged persons including those who require nursing care. We be- 
lieve that it will be a useful extension of FHA mortgage insurance programs. 
At the same time, we are confident that this program will not provide housing 
at the prices which most aged families or single persons can afford to pay. 
The average income of aged persons is under $1,000 a year. Only a small 
minority have incomes exceeding $2,000 a year. Such persons or couples can 
afford to pay no more than $30 a month for housing. Few of them can pay 
the $70 to $100 a month required in new FHA insured rental housing. While 
we support the development of housing for this more fortunate group of aged 
persons, we urge that the Congress take action also to provide for low income 
aged, those with incomes of under $1,000 a year through public housing and 
for those with incomes of $1,000 to $2,000 a year through a program of Federal 
loans to nonprofit corporations such as those used in the college housing 
program. 

Title III of S. 57 deais with urban renewal. Weare in agreement with many 
of its provisions, particularly those modifications dealing with State renewal 
services, repayments of advances, community renewal programs, State loan 
limits, relocation payments for persons, the simplification of planning require- 
ments, the broadening of eligibility of noncash grants in aid, local interest 
credits, and other provisions indicated in our written section summary. 

The most important provision of this title is the annual amount and period 
of years of capital grant authorization. We understand that the applications 
of local governments for capital grants are now flowing in at a rate substan- 
tially exceeding $600 million a year. During the last year, applications for 
capital grants have been discouraged by informal administrative actions and 
the absence of capital grant funds. Local communities are ready and willing 
to match Federal grants for urban renewal. They desperately need not smaller, 
but larger renewal programs. A capital grant authorization of $600 million a 
year with an acceleration clause of $150 million a year as is proposed in S. 193, is 
urgently needed to enable local communities to carry on their programs at the 
level that they are now planning and are prepared to undertake. 
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In addition, the planning period for urban renewal projects runs from 3 to 
6 or 7 years. Philadelphia’s Eastwick project, which is now in the acquisition 
stage, was put into planning before the passage of the 1949 act. It has been 9 
years in the planning stage. For this reason, it is also essential that the author- 
ization for renewal cover a long period of time. We strenuously urge a 10-year 
period at the annual rate indicated. 

Several other features of S. 193 are distinct improvements in the urban renewal 
program. Many of these are technical in character and can readily be incorpor- 
ated in the final bill. Authorization is needed which would permit local com- 
munities to acquire individual parcels of land in advance of a final grant con- 
tract; this is required to avoid hardships and permit an orderly real estate mar- 
ket during planning stages. Another provision would make it clear that the 
Congress does not intend to permit arbitrary rationing of urban renewal grants. 
A third would authorize Federal grants for planning of communitywide renewal 
programs as an alternative to present neighborhood planning grants. Other 
similar clauses deal with the limitation on State programs, provide increases in 
the relocation allowances for small businesses, clarify the financing of public 
housing projects in renewal areas otherwise covered by S. 57, and deal with local 
grants-in-aid financed from citywide revenue funds. 

Finally, in this section both bills make smaller cities eligible for planning 
assistance grants given directly from the Housing Agency to the city involved. 
This procedure will impair the efforts of State planning agencies to promote 
metropolitan area planning and cooperative action between municipal agencies 
in metropolitan areas, unless the amendment includes the provision contained 
in S. 193, which would enable State planning agencies, where they exist, to 
intervene in such cases. 

Title IV of S. 57 deals with the low-rent housing program. Last year, the 
Senate took decisive action to free this program of excessive Federal control and 
detailed supervision and to place responsibility for it in the hands of local author- 
ities as was originally intended by Congress. The several amendments to 
achieve this purpose included in 8S. 57 would not fully achieve those purposes. 
Some additional provisions contained in 8S. 198 would remove remaining bar- 
riers. These include, particularly, the provisions which would authorize local 
authorities to deal with overincome families on a more humane basis by per- 
mitting the sale or rental of units to such families where local conditions war- 
ranted, and the repeal of present legislation which will keep local housing 
authorities in bondage for an additional unlimited period after the termination 
of Federal contributions. Agreement has also been reached on the use of 
residual receipts for advanced amortization alone, thus eliminating a matter 
which was in controversy last year. 

The most important difference between the two bills relates to the size of the 
public housing authorization. The Wagner-Ellender-Taft bill contemplated the 
construction of 135,000 units a year of public housing. Senator Taft often 
expressed his conviction that public housing might well account for 10 percent 
of all new residential construction. Instead, the program has been whittled 
down to an authorization of 35,000 units a year, and this has been whittled 
further by restrictive Federal administration to sometimes less than 25,000 units 
during the 2 last years. The administration now proposes to eliminate the 
program. 

We strenuously urge that the remaining units authorized in the basic act of 
1949 be made available as proposed in S. 193. This would permit the con- 
struction of 190,000 additional units, although it is obvious that it would be 
3 or 4 years before any such number could be put under construction, and 
Several years thereafter before the actual payment of annual contributions 
would begin. The authorization in S. 57 merely extends the period of avail- 
ability for the 2 recent authorizations of 35,000 units each, and adds 17,500 
further units. The net effect would be to make possible contracts for only 
57,000 units in addition to those now under way. This would represent only a 
small fraction of the units needed to handle the relocation requirements stem- 
ming directly from urban renewal and highway construction. Again, I should 
note that an authorization for a substantial term of years or an open-end author- 
ization is needed to enable local authorities to plan programs on a systematic 
basis. 

The college housing program would be continued by provisions of both bills. 
The bills are substantially the same, and we warmly support them. If we were 
to continue freedom of opportunity in education through the huge population 
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increases of the next two decades, college enrollment will more than double, 
This program with the modifications proposed is a vitally important aid toward 
keeping the educational doors to opportunity open. We particularly resist the 
position urged by the administration, that education should be treated in the 
same way as ordinary business loans. It would be difficult to find an attitude 
more contrary to the American tradition. 

Modifications in the FHA mortgage insurance program for members of the 
armed services are contained in title VI of S. 57. If we are to continue the 
concept that the military forces of the United States are to be housed through 
private enterprise, these provisions appear to be needed. 

The final section of S. 57 contains provision relating to farm housing, research, 
public works planning, the disposal of Lanham projects, and the extension of 
the voluntary home mortgage credit program which are noncontroversial. It 
also proposes an extension of the Veterans’ Administration direct loan program 
which we support. Equally important, it proposes a resumption of the par 
purchase program of the Federal National Mortgage Association for mortgages 
falling into the special assistance category. These mortgages include mortgages 
for relocation housing in renewal areas, and other programs requiring special 
assistance. The Congress has rightly recognized that they should not be subject 
to the fees and discounts characteristic of ordinary market transactions. With- 
out cost to the Government, important assistance can be given to these special 
public purposes. 

I now turn to some major programs which are urgently needed, and which are 
omitted in some of the pending bills. The most important of these is an effec- 
tive relocation housing program for middle income families. About 40 percent 
of the families displaced by urban renewal, highway, and other governmental 
programs are eligible for admission to public housing because of low income. 
If adequate public housing were available, these families could be accommodated 
in a humane fashion. Another 20 percent of displaced families have incomes 
which permit them to purchase new relocation housing under programs like the 
section 221 FHA mortgage insurance system. setween these groups fall more 
than one-third of all displaced families who have incomes too high for admission 
to public housing, and who cannot afford decent private housing. One of the 
essential costs of urban renewal should be the provision of relocation housing 
within the means of displaced families. To meet these needs we require a pro- 
gram of mortgage loans comparable to that conducted under the college housing 
program. Such a program would permit fully repayable loans amortized over a 
40-year period, at interest rates averaging the cost of money to the Government. 
Such loans could be made to any local nonprofit corporation willing to undertake 
the rehousing of displaced families. 

They might well be incorporated as parts of low cost private housing projects, 
built and sold for this purpose by private developers. S. 193 contains an author- 
ization of this type in the amount of $250 million. Such an authorization is a 
minimum scale beginning of an urgently needed relocation housing program. 
While we believe that a larger program is urgently necessary, we believe that 
it is more important that the principle be established and that even a modest 
program be put in motion, pending future examination of the size of a 
program required. 

We also believe that a similar program is needed to begin to provide new 
housing for the middle and low income aged. I have already stressed the fact 
that most aged families cannot afford new private housing. and that no housing 
program provides reasonable and growing assurance that millions of aged single 
persons and couples will have decent housing. Again, an experimental program 
in this field would provide the Congress with experience and facts required for 
judgment as to its future size. 

None of the pending bills provide for the establishment of an adequately large 
scale comprehensive research program. We have long argued that this is a basic 
feature in any attempt to solve the housing problems of the Nation. We believe 
that during the last year, the Nation has again had an all too painful demonstra- 
tion of the essentiality of broad scale research programs. Similarly, we would 
again stress that there is an urgent need for a very modest program to provide 
scholarships for graduate training in housing and city planning to speed up the 
recruitment of professional personnel for housing, urban renewal, and urban 
development programs. A provision to this effect was contained in 8S. 1230 
of the 85th Congress. 

We appreciate the honor of appearing before this committee and of working 
with its members and staff in the interests of housing legislation which will 
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truly meet the needs of the American people. We urge that the committee report 
a bill which will offer some promise of realizing this hope. Most of the programs 
involved require only fully repayable loans, extensions of mortgage insurance, or 
other programs which involve no long-range cost to the Federal Government. 
The two key programs, urban renewal and public housing, do involve govern- 
mental expenditures amounting to approximately 1 percent of the national 
budget. These programs are essential to the rebuilding of American cities and 
the provision of decent homes for all American families. During the next two 
decades the Bureau of the Census estimates that our cities will grow by 80 to 
9) million people, doubling their present population. Fortunately, the most rapid 
part of this growth in housing terms will occur in the late 1960’s and 1970's. 
Then the entire resources of our economy will be strained to provide over 2 mil- 
lion homes a year for the families to be formed by persons now living and in ele- 
mentary schools. To meet the challenge of that expanding population, we must 
press forward now with the expansion of the home building industry and the 
clearance of blighted areas. A decade from now may be too late. 


RepLy BY NATIONAL HousiING CONFERENCE TO STATEMENT OF THE COMMISSIONER 
OF THE PusBLICcC HousING ADMINISTRATION BEFORE THE SENATE BANKING AND 
CURRENCY COMMITTEE ON JANUARY 22, 1959 


The statement made by the Commissioner of the Public Housing Administra- 
tion before the Senate Banking and Currency Committee on January 22, 1959, 
was a clear and unequivocable announcement that the Eisenhower administra- 
tion would, if it were able, sound the death knell of the entire public housing 
program. Not only did the Administration refuse to ask for any additional 
dwelling units but also opposed, in somewhat more bitter langauge than last 
year, the many amendments which have been proposed for bettering the operation 
of the projects now owned by local housing authorities. These amendments are 
contained in S. 57, introduced by Senator Sparkman, and S. 193, introduced by 
Senator Clark, and most of them were adopted by the Senate last year. 


OPPOSITION OF THE ADMINISTRATION TO ANY EXTENSION OF THE LOW RENT PROGRAM 


During the last year the PHA Commissioner in talking with groups of local 
housing commissioners repeatedly told them that he is a firm believer in the pub- 
lic housing program and is convinced that it should be extended especially to 
meet relocation needs. He has announced that he would fight for such an exten- 
sion to the bitter end. Evidently the bitter end has now arrived because the PHA 
Commissioner in his testimony quoted the President as saying, “I shall not ask 
for authorization for any additional units.” 

But the Administration has gone even further and refused to ask for any 
extension of time to contract for the 70,000 units which were authorized by the 
Congress in 1956. The first half of this authorization covering 35,000 units, after 
being available for a 2-year period, expired last July. At its expiration, authori- 
zation for 10,200 units died because the dilatory and obstructive tactics of the 
PHA had resulted in contracts for only 24,800 units in the 2-year period. The 
second increment of 35,000 units has already been available for nearly 19 months 


’ but only 5,500 units have so far been put under contract and it is obvious that 


& substantial part of the second authorization will go unused. It is almost 
incomprehensible that the Administration would not at least have asked for an 
extension of time in which to use these authorizations which have lapsed or are 
about to lapse. 

The NHC emphatically protests the reactionary policy of the administration 
in proposing to kill the low-rent program. It is an admitted fact that of the 
millions of families now living in the slums a large proportion do not have 
sufficient income to afford the price of rents which private enterprise must 
of necessity charge for decent housing in today’s market. Either we condemn 
these families to perpetual life in the slums, or we continue the public housing 
program. 

The necessity for public housing was clearly recognized by the Congress when, 
under the bipartisan support of Senators Robert Wagner and Robert Taft the 
low-rent program was given a new charter in 1949. At that time Senator Taft 
Stated that in his opinion public housing should continue to be built in an 
amount approximately equal to 10 percent of total residential construction. The 
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need for low-rent housing has not materially decreased since that time and 
enlightened public policy demands that the low-rent-housing program be con- 
tinued and expanded. 

In moving to kill any further extension of the low-rent program, the admin- 
istration apparently does not understand that it is by this action placing an 
almost impossible roadblock in the way of the urban renewal program. The 
HHFA Administrator last year testified that nearly half of the families to be 
displaced by urban renewal will have incomes so low as to make them ineligible 
for low-rent public housing. Unless an adequate program of public housing is 
continued there will be no way of relocating a large proportion of these families 
and the urban renewal program will inevitably grind to a halt. 


OPPOSITION OF ADMINISTRATION TO ANY INCREASE IN RESPONSIBILITY OF LOCAL 
AUTHORITIES 


The various proposals which have been advanced for improving the operation 
of existing projects through giving increased responsibility to local authorities 
have met with vigorous objections from the PHA Commissioner. These objec- 
tious are even more obstructive and emphatic than those raised last year to 
similar proposals. 

These objections apparently stem from an almost complete distrust of local 
housing authorities. The PHA seems to assume that if the local agenices are 
given prime responsibility for the operation of their own projects that they 
will proceed to pervert the clear objectives of the low-rent program in violation 
both of Federal and State statutes. It seems to assume that a Federal agency 
can, over a 40-year period, effectively supervise all the details of the operation of 
projects owned by over 800 local authorities scattered over the length and 
breadth of the Nation, and that only a Federal agency can be trusted to set 
appropriate income limits and rents and assure honest and economical operation, 

Local housing authorities have been created by State and local laws as 
responsible agencies of local government. Their activities are directed by non- 
paid housing commissioners, appointed by the mayors of their cities. The com- 
missioners are in almost every case leading citizens representing all elements 
of local public life. They are in direct contact with local conditions and in 
a far better position to make decisions as to rents, income limits, and operating 
expenses than a centralized Federal agency, especially an agency which has 
so clearly demonstrated its lack of sympathy with the program. The local 
authorities are under continuing local pressure to avoid competition with private 
enterprise and to serve low-income families in need of public housing. 

Irrefutable evidence has been advanced in recent years indicating that a 
major cause of the present stalemate in public housing has been the over- 
federalization of the program. Judgments of Federal officials have been sub- 
stituted in their entirety for those of the local community. There is a growing 
resentment on the part of the local commissioners to serve as mere rubberstamps 
for the PHA, and it is becoming increasingly difficult to obtain high caliber 
community leaders to carry responsibility for a program that is now almost 
totally dominated by the PHA. 

It is the purpose of both S. 57 and S. 193 to make the low-rent program work 
by restoring to the local housing authorities their appropriate responsibility for 
local decisions and the day-to-day operation of their projects. But in recog- 
nizing local responsibility neither of these bills relinquish any of the Federal 
controls or sanctions which may prove necessary to assure compliance with the 
terms of the act and to prevent fraud or gross waste and extravagance by the 
local housing authorities. 

It is safe to say that the point has now been reached where there either will 
be true local responsibility for the low-rent program, or where there will be 
no program at all. 

ae * * a * * » 


The detailed allegations of the PHA Commissioner are answered below in the 
order in which they were in his testimony. 


STATEMENT OF POLICY (SEC. 401, S. 57, AND SEC. 201, S. 193) 


The comments of the PHA Commissioner in denying that local housing au- 
thorities should be given any further responsibility has been answered in our 
general introductory statement in connection with the operation of projects. 
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The PHA Commissioner claims that the new proposed policy statement would 
authorize local housing authorities to include “full-fledged local welfare pro- 
grams” as a part of their low-rent-housing programs. Such a claim is not in 
accordance with the specific wording of the new statement, which merely au- 
thorizes the provision of “such social and recreational guidance as is necessary 
in assisting families to become good tenants and citizens of the larger com- 
munities.” It is the intention of this provision to permit local housing manage- 
ment to give guidance to tenants in adjusting themselves to their new environ- 
ment and to authorize limited staff assistance in identifying problem situations 
and referring them to appropriate local welfare agencies. 

The importance of this provision for limited guidance is emphasized by the 
fact that public housing, in serving families in the low-income group, numbers 
among its tenants broken families, families whose commnuity ties have been dis- 
rupted by displacement, and underprivileged groups of all kinds. By their very 
nature such families are all too often faced with grave social problems and need 
some guidance in discovering the assistance which can be provided by local wel- 
fare agencies. 

The cost of such a minimum program of guidance will be returned many times 
over in savings in maintenance and other project operating costs made possible 
by enlisting the cooperation and interest of tenants. 

For Many years the local housing authorities have asked for authorization to 
conduct such a limited program of guidance, but have invariably been met by 
the dogmatic insistence of the PHA Commissioner that his duty is to provide 
shelter and nothing else: Now, to the great surprise of the proponents of public 
housing, the Commissioner in his statement has said that “the Housing Agency 
now authorizes as a cost to the program social or welfare guidance in areas 
relating to housing, such as tenant counseling and assistance in the use and 
‘are of project property and with respect to the availability of community, wel- 
fare, health, and recreational services and facilities.” We are aware of no new 
regulations of PHA to this effect, but if in truth the Commissioner now proposes 
to authorize such expenditures we welcome his conversion, but with a qualifica- 
tion that it would be extremely wise to adopt the proposed new policy statement 
as permanent legislation. 


LOCAL RESPONSIBILITY FOR INCOME LIMITS AND RENTS (SEC. 402, 8S. 57, AND SEC. 
202, 8S. 193) 


Both S. 57 and S. 193 leave the setting of income limits to the local housing 
authorities, but fix a statutory ceiling which may not be exceeded. This ceiling 
provides that no family shall be eligible for admission whose net income, less 
exemptions, exceeds five times the lowest rental, less 20 percent, at which pri- 
vate enterprise is providing in the locality a substantial supply of decent, safe, 
and sanitary housing. In opposing this provision the PHA Commissioner has 
raised the pettyfogging objection that in some exceptional community there 
may not be any such supply of decent, safe, and sanitary housing, and that if 
only housing renting for $300 a month were available in the community, the 
formula would legally permit occupancy by families of very high incomes. This 
is certainly a most inconsequential and trivial objection, for if any such case 
did in fact occur, the local housing authority would still be bound by the general 
definition of “families of low income” in section 2(2) of the Housing Act 
of 1937. 

The PHA Commissioner also objects to the exemptions from income which 
the local authorities would be authorized to use. It should be noted, however, 
that the proposed provisions, far from liberalizing the exemptions now au- 
thorized by statute, delete the present exemption of $100 in respect to minors 
and other dependent members of a family. No one should be alarmed by the 
horrid examples which the Commissioner has conjured up by fabricating 
theoretical families to which all possible exemptions would be available. The 
local housing authorities can be trusted not to admit to their projects families 
with actual incomes running up to $10,000 or $12,000. 


PAYMENT OF FIXED ANNUAL CONTRIBUTIONS AND ‘PPLICATION OF RESIDUAL RECEIPTS 
(SEC, 403, 8. 57, AND SEC. 205, 8. 193) 


Both S. 57 and 8S. 193 provide for the payment of annual contributions at fixed 
and definite amounts at least equal to the debt service on the bonds issued to 
finance projects. Residual receipts (excess of rents collected over current ex- 
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penses) would be applied to the advance amortization of the housing bonds out- 
standing on the respective projects. Under this new proposal bonds would be 
paid off 10 or 12 years earlier than the present term of 40 years and the annual 
contribtuion period would be correspondingly shortened. 

Under the present statute residual receipts are used to reduce annual con- 
tributions and the PHA urges that this arrangement be continued. In support 
of this contention the Commissioner has circulated a memorandum prepared by 
the Treasury Department which purports to show that the present system is 
much less costly to the Federal Government than the new system now being 
proposed. The Treasury in its memorandum states that it has merely prepared 
actuarial computations on the basis of assumptions furnished by the PHA. No 
objection can be taken to the Treasury computations, but the PHA assumptions 
are erroneous and have led to false and misleading conclusions. 

In the first place, the PHA has assumed that the advance amortization of 
housing bonds would stop interest at the rate of 2% percent (the average in- 
terest on such bonds) but that the increased annual contributions during the 
shortened period would be financed by Treasury borrowings at 3% percent. 
Of course it is always costly to borrow at a high-interest rate in order to pay 
off debt at a low-interest rate, but this most emphatically is not what would be 
done in the advance amortization now proposed. Local housing authorities 
would either (a) repurchase their own bonds on the open market at prices 
which today would provide a yield of approximately 3% percent, or (b) set up 
a sinking fund which would be invested in Treasury bonds with a yield of 
approximately 314 percent. 

Out of the $570 million computed by the Treasury as the cost of the proposed 
new amendment, about 60 percent, or $350 million, stems from this erroneous 
assumption by PHA as to interest rates, and this amount would not be lost 
to the Federal Government under a proper advance amortization program. 

PHA also has erroneously assumed that residual receipts will continue for 
40 years at their present level. Under the new proposal residual receipts, after 
bonds are paid off, will be retained by the local housing authorities and not be 
available for the reduction of Federal contributions. On this score the Treas- 
ury memorandum concluded that $230 million would be lost to the Treasury 
under the new proposals. But it is contrary to all experience to expect that 
residual receipts will continue at their present levels, since the expenses of 
operation, especially repairs and replacement will increase very materially as 
the projects grow older. The sums lost to the Federal Government some 20 or 
30 years hence by the denial to it of residual receipts after annual contribu- 
tions terminate will in all probability be only a small fraction of the $230 
million estimated by the Treasury. 

But whatever the amount lost to the Federal Government may be, this 
amount will not constitute a loss to the low rent program. On the contrary, 
residual receipts becoming available to the local housing authorities in the last 
10 years of a project’s life will probably be of inestimable value in carrying 
out modernization and replacements which by then will have become almost 
imperative. (See appendix A for more detailed statement on this point.) 

The PHA Commissioner also objects to the new proposal of accepting audits 
made by State audit officials or public accountants as conclusive “in the 
absence of fraud or of evidence of waste or neglect, or expenditures which are 
not reasonably compatible with the operation of low-rent public housing, or 
extravagance.” Local housing authorities who so elect could continue to have 
their accounts audited by the PHA, and the new proposal in no way annuls the 
present provision of law permitting postaudits by the General Accounting Office. 

We believe that it is wholly misleading to say that the financial reports 
required under the new proposals could not serve as the basis for a proper re- 
view of local operations since the PHA would still have the power to prescribe 
the type of records to be kept by the local housing authorities and the form and 
content of all reports, including audit reports. 

Nor is it correct to say that the new provision would “triple auditing in 
the program” since no more audits would be required under the new proposal 
than under existing statute. Nor would the privilege on the part of the local 
housing authorities to elect PHA audits disrupt the organization of that agency 
since local housing authorities making such an election would undoubtedly 
almost always do so on a continuing basis. 
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EXTENSION OF PROGRAM AND REPEAL OF SELF-LIQUIDATING AMENDMENT (SEC. 404, 
S. 57, AND SEC. 206, S. 193) 


The PHA Commissioner announced in his statement that the Eisenhower 
administration would not support any further extension of the low rent pro- 
gram and we have already expressed our strong objection. Both S. 57 and S. 
193 provide for extensions of the present low rent program. The full annual 
contribution authorization contained in the Taft-Ellender-Wagner bill of 1949 
would be made available by S. 193 and the National Housing Conference 
strongly recommends this proposal. 

S. 193 would also repeal subsection 10(j) which was adopted in 1954 and 
requires local housing authorities to pay over to the Federal Government and 
the local governments all the net receipts of their projects after their capital 
indebtedness is liquidated. This provision if not repealed will have the effect 
of continuing Federal supervision and control of local projects even after annual 
contributions have ceased. The proposed amendment would at such time vest 
the full ownership and responsibility of projects in the local housing authorities 
where it properly belongs. We can find no basis for the contention of the PHA 
Commissioner that the purpose of subsection 10(j) is to prevent “windfalls” and 
believe that he is most ill-advised in opposing its repeal. 


REVISION OF EXISTING CONTRACTS (SEC. 405, 8. 57, AND SEC. 209, S. 193) 


Both of the proposed bills would require PHA to modify existing contracts, 
upon request of local authorities, so as to make available to them the other new 
provisions in these bills. The PHA Commissioner opposes this on the ground 
that the existing contracts were entered into in good faith. Sut if the present 
defects in the low-rent program are to be corrected, and the program revivified, 
all of the new provisions must be made available to all authorities. They should 
have the right to demand and receive contracts responsive to the intent of the 
Congress. 


USE OF URBAN RENEWAL SITES FOR LOW-RENT HOUSING (SEC. 406, S. 57, AND SEC. 108, 
8. 193) 


The sole purpose of these provisions is to eliminate the duplicating subsidy 
which has prevented the use of urban renewal sites for public housing. Under 
the present statute when public housing is located outside of such an area, tax 
exemption is the only local subsidy required, but if located within such an area 
the locality is required not only to give tax exemption but also to provide one- 
third of the writedown in land costs. The elimination of this duplicating sub- 
sidy would facilitate the location of public housing on urban renewal sites which 
are often the most appropriate locations for the rehousing of displaced families of 
low income. Such a use will serve to keep these families in the neighborhoods 
to which they are accustomed and which are convenient to their places of 
employment. By separating the costs of slum clearance from specific housing 
costs local communities will be helped to avoid the development of high-rise 
projects of excessive density which have been resorted to in the past to hold down 
per unit land costs. The proper redevelopment of slum areas will be greatly 
facilitated by the adoption of this amendment. 

It is wholly erroneous for the PHA Commissioner to contend that the new pro- 
posals would eliminate the local contribution since low-rent projects located 
within urban renewal areas will receive a very substantial local contribution 
in the form of tax exemption. 

Nor is it true that the Federal Government will make a triple contribution to 
low-rent projects on urban renewal sites since its contributions will be exactly 
the same as if the projects were located outside such sites. In the later case 
the entire writedown of site cost to its value in use is borne by the Federal Gov- 
ernment through the payment of annual contributions, while in the former case 
exactly the same amount is paid by the Federal Government in the form of an 
urban renewal grant. 

The new proposal will be of very great value both to the urban renewal and 
low rent housing program and the National Housing Conference strongly urges 
its adoption. 
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AUTHORIZATION TO AMEND CONTRACTS OF SALE ON LANHAM ACT PROJECTS 
(SEC. 705, 8. 57, AND SEC. 211, S. 193) 


This provision is believed to be necessary in administering the mortgage port- 
folio of war and veterans’ housing now held by the PHA. There is no merit in 
the contention that this amendment would constitute a virtual invitation to 
default since the Commissioner would have complete discretion in its use. The 
particular provision in respect to housing sold to cooperatives is particularly 
necessary because of the unexpected difficulties which sometimes confront 
cooperative undertakings. 


PROVISIONS PERMITTING PURCHASE OF THEIR HOMES OR CONTINUED OCCUPANCY BY 
OVERINCOME TENANTS (SEC. 207, 8. 193) 


Under present law families whose incomes increase beyond the maximum limit 
for continued occupancy must be evicted from their homes. This continued 
threat has led to increasingly difficult management problems. It has denied 
stability of residence to tenants, increased occupancy turnover, and even dis- 
couraged families from attempting to better their economic condition. 

In keeping with the sound American tradition of promoting homeownership, 
the proposed amendment permits overincome tenants to enter into contracts for 
the purchase of their homes where this is feasible. The conditions for such 
purchase have been carefully studied and are wholly workable. The families 
would be required to pay the full appraised value of their homes over a period 
of years together with interest, and also pay full local taxes. Thus, no direct 
subsidy, either Federal or local, would be involved. The terms of sale are emi- 
nently fair to the prospective purchasers. Amortization payments in the early 
years are purposely set at a low level in order to ease the transition from rental 
to ownership status. 

The PHA Commissioner has erroneously stated that purchasers would be re- 
quired to pay a proportionate part of the local housing authority management 
overhead despite the clear provisions of the bill to the contrary. Purchasers 
would be required to pay the local authority only for services actually rendered 
by it; for example, if a project is so designed that utilities have to be supplied 
by the project, the purchaser would have to pay his share of such services. On 
the other hand, purchasers would be encouraged to provide as many services as 
possible, particularly upkeep and repair, through their own efforts, thus reducing 
their housing costs. 

The figures supplied by the PHA Commissioner as to the expenditures which 
purchasers would incur are wholly misleading since they are based on the above 
erroneous assumptions. All the purchasers will pay will be the actual costs 
involved in the operation of their homes, together with taxes, interest, and 
amortization at a gradually increasing rate. These are the costs which are 
necessarily incurred by any family purchasing a home on an installment basis. 

It is also objected that there may be serious question as to whether in certain 
eases State law will permit the proposed sales. If such a conflict should arise 
either the State law will have to be amended or sales will be impossible within 
that jurisdiction. A further objection has been made that the sales plan might 
increase the difficulty of applying the so-called Hiestand amendment. However, 
in the case of a project which a municipality wishes to have sold any outstand- 
ing sales contracts would probably create no greater impediment to the sale of 
the project than would the presence of the low-income families than in tenancy. 

In cases where the sale of dwellings is not feasible the proposed amendment 
would permit overincome tenants to remain in occupancy upon payment of non- 
subsidized rent, so long as no privately owned housing is available to them. We 
cannot believe that this humane provision would “abate, if not destroy, the 
motives of tenants * * * to shoulder the burden of providing housing for them- 
selves.” Nor do we believe this provision jeopardizes the public purpose or 
legality of the low-rent program. 


PAYMENT FOR CERTAIN MUNICIPAL SERVICES (SEC. 208, 8S. 193) 


Many cooperation agreements between local housing authorities and their 
municipal governments were entered into at a time when tax charges covered 
certain public services such as sewer services. The increasing costs of mu- 
nicipal government have in a number of cases caused local governments to 
make special charges for such services rather than including them in taxes. 
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The proposed amendment would in such cases permit the local housing authori- 
ties to make payment for such services on the same basis as other property 
owners. Since local taxes, even after such services are excluded, are undoubt- 
edly higher than they were when the cooperation agreements were first entered 
into, the local contribution through tax exemption will still be larger than 
originally contemplated. 

The National Housing Conference believes the proposed amendment would 
be entirely equitable and urges its adoption. 


CENTRAL ADMINISTRATIVE OFFICE FACILITIES (SEC. 210, S. 193) 


The Housing Act of 1957 contains provisions to facilitate the occupancy of 
oftice facilities provided by a local housing authority for both low-rent housing 
and urban renewal operations, and provides for an appropriate sharing of 
expenses. This provision has proved of real worth in several cases and has 
promoted worthwhile economies. It is now proposed to extend this to cover 
cases where the housing agency and the urban renewal agency are separate 
legal entities. 

The PHA Commissioner opposes this useful amendment on the grounds that 
low-rent housing operates over a 40-year period while urban renewal projects 
are completed in a very much shorter period. He appears to overlook the 
fact that the slum conditions in a typical city will not be cleared up by one 
renewal project, but that urban renewal will of necessity be a process con- 
tinuing over a long period of years. 

The Commissioner not only opposes the present amendments but goes so far 
as to urge the repeal of the 1957 provisions as well. The National Housing 
Conference believes that his objections should be overridden, and that the 
present provisions should be amended and continued. 


Cost TO FEDERAL GOVERNMENT THROUGH USE OF RESIDUAL RECEIPTS FOR ADVANCE 
AMORTIZATION OF LOW-RENT HousiIne BoNnpbs 


One of the most important amendments proposed in connection with the low- 
rent housing program is the amendment which provides that annual contribu- 
tions be paid each year in a fixed and definite amount and that residual receipts 
(the difference between rents collected and current expenses) be used for the 
advance amortization of outstanding debt. 

Under the present act residual receipts in each year are used to reduce 
the annual contributions. Since every local expenditure in operating low-rent 
housing affects residual receipts and thus affects the Federal contribution, 
both the PHA and the GAO have come to feel that all local expenditures are 
in effect Federal expenditures, and have therefore attempted to exercise far 
too great a control of local actions. 

The payment of annual contributions in a fixed and definite amount would 
remove this excuse for the denial of local responsibility. At the same time 
the proposed use of residual receipts will advance the repayment of the capital 
debt of projects, thus shortening the period over which annual contributions 
must be paid and returning the projects to full local control at an earlier 
date. 

The PHA Commissioner had recently circulated a letter opposing this amend- 
ent together with a memorandum from the Treasury purporting to show that 
it would greatly increase the cost of annual contributions to the Federal Gov- 
ernment. The Treasury states that it merely carried out a series of actuarial 
computations based on assumptions furnished to it by the PHA. While no 
exception can be taken to the computations made by the Treasury, the purported 


conclusions are false and misleading because of the erroneous assumptions set 
up by the PHA. 


DIFFERENCE IN INTEREST RATES WILL INVOLVE NO ADDED COST TO FEDERAL 
GOVERN MENT 


fy pesidual receipts are now running at the rate of $22.2 million per year. 
nder the proposed amendment these would be used for advance amortization, 
and annual contributions would be increased by a like amount. The PHA 


assumed that in using these amounts for advance amortization the interest saved 
35482—59—_18 
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would be only at the rate of 2144 percent (the average interest rate on all out- 
standing housing bonds) whereas the additional contributions would involve 
Federal borrowing at 3% percent. Of course it is always a costly process to 
borrow at a high interest rate in order to pay off a debt at a lower interest rate, 
but this most emphatically is not what would be done in the advance amortization © 
of local housing authority bonds 

Advance amortization could be accomplished by a local authority in any one 
of three ways: 

(1) By calling its bonds and paying for them at par plus a call 
premium, or 

(2) By purchasing its own bonds on the open market, or 

(3) By setting up a sinking fund for payment of its bonds at maturity, 

The PHA apparently assumed that advance amortization would be accom- 
plished only by the first method. But in today’s market when interest rates 
are so much higher than when most of the housing bonds were floated, no local 
housing authority would think of employing this method nor should PHA 
permit it. 

Only the second or third method would be acceptable today. If it employed 
the second method, a local housing authority could purchase its 214-percent 
bonds at well below par in today’s market, and thus obtain an effective yield 
approximately equal to the cost of Federal borrowing. If the third method 
were employed the sinking fund would be invested in Federal securities up to 
the time that it was used for the payment of maturing housing bonds, and the 
interest thus received would offset the interest costs to the Federal Government 
involved in providing the increased level of annual contributions for a shortened 
period. 

Out of the $570 million which the Treasury memorandum computes as the cost 
of the proposed amendment about 60 percent, or $340 million, stems from the 
erroneous assumption that Federal funds would be borrowed at 314 percent to 
pay off housing debts at 24% percent. Advance amortization would not, however, 
be so stupidly carried out. By the employment of appropriate methods, as just 
described, no additional cost to the Federal Government will be involved by 
reason of interest differentials. 


RESIDUAL RECEIPTS IN FINAL YEARS WILL BE MUCH LOWER THAN AT PRESENT 


Under the proposed amendment residual receipts after bonds have been paid 
off will go to the local housing authorities for use in their programs, and will 
thus not be available to reduce Federal contributions. The figure of $230 
million in the second numbered paragraph of the Treasury memorandum in 
effect represents this denial of residual receipts for contribution reduction. 

This figure is based on the second erroneous assumption of the PHA, namely 
that residual receipts will continue at the present level throughout the life of 
the low-rent projects. This assumption is contrary to all the evidence of ex- 
perience. Of the $22.2 million in residual receipts last year, approximately 
75 percent was accumulated on projects which on the average are only 7 or 8 
years old, while the balance was accumulated on projects only 10 years older. 
It is inevitable that operating costs, including repairs and replacements, will 
increase materially as time goes on and the projects grow older. During the 
last decade of the 40-year period over which contributions are now paid, it is 
probable that residual receipts will constitute only a small fraction of the 
present amount. 

The sum lost to the Federal Government 20 to 30 years hence by the denial of 
residual receipts after annual contributions cease will thus in all probability be 
only a small fraction of the $200 million estimated by the Treasury. 

But whatever the amount lost to the Federal Government may be, this amount 
will not constitute a loss to the low-rent program. On the contrary, the residual 
receipts becoming available to the local housing authorities in the last 10 years 
of project life will probably be of inestimable value in carrying out modernization 
and replacements which by then will have become almost imperative. 


1For example, in yesterday’s “Blue List,” housing authority bonds with a 2%4-percent 
coupon and running for 25 years were offered at a price to yield 3.55 percent or slightly 
more than the Federal cost of borrowing assumed in the Treasury memorandum. 
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CONCLUSION 


Such added expense to the Federal Government as may result from the pro- 
posed amendment will be only a very small fraction of the amount computed by 
the Treasury. Such added expense will be limited to the amount of the residual 
receipts made available to local authorities 20 or 30 years hence instead of being 
used to reduce Federal contributions. The improvement in the low-rent program 
which will result from the restoration of local responsibility for project man- 
agement and from the earlier return of the projects to full local ownership when 
Federal contributions terminate, will more than compensate for this small 
additional Federal expense. 

Senator CuarK. Mr. Chairman, could I just express my regret at not 
having been here when Mr. Wheaton first took the stand and state for 
the record my personal knowledge of the extent of his qualifications, 
which are very great indeed. He has been of enormous assistance in 
Philadelphia to our housing and urban redevelopment program. In 
fact Mr. Wheaton is really a gentleman who has a deep and a wide 
knowledge of these problems and whose testimony, I hope, will be 
given very careful consideration by all the members of the committee. 

Senator SparkMAN. Thank you, Senator Clark. 

Next are Mr. Boris Shishkin and Mr. Andrew Biemiller, respec- 
tively secretary of the housing committee and director of the legisla- 
tive department of the AFL-CIO. Will you gentlemen come around, 
please ¢ 

We welcome both of you back before this committee, and are glad 
to have you. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, ACCOMPANIED BY ANDREW J. BIEMILLER, DIRECTOR, 
LEGISLATIVE DEPARTMENT; BERT SEIDMAN, ECONOMIST, 
AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUS- 
TRIAL ORGANIZATIONS; AND JOHN EDELMAN, WASHINGTON 
REPRESENTATIVE, TEXTILE WORKERS UNION OF AMERICA 


Mr. Bremitzter. Mr. Chairman, for the record, my name is Andrew 
J. Biemiller, I am director of the department of legislation of the 
American Federation of Labor and Congress of Industrial Organiza- 
tions. My office is at 815 16th Street NW., Washington, D.C. 

Mr. Chairman, we very much appreciate the opportunity to present 
to your committee the recommendations of the American Federation 
of Labor and Congress of Industrial Organizations as to pending 
proposals for housing legislation. 

I wish to make a brief general statement introducing a more detailed 
statement to be presented by Boris Shishkin, secretary of the AFL- 
CIO housing committee. 

At the outset, let me commend the members of this committee for 
turning their poe attention to the housing problems of the Nation. 
The success of diehard reactionary forces in preventing enactment of 
comprehensive housing legislation in the past session of Congress 
makes all the more urgent early enactment of a progressive housing 
measure by the present Congress. This view was expressed by the 
AFL-CIO executive council at its most recent meeting when it stated: 


We consider the enactment of a comprehensive housing bill to be the urgent 
Special order of business of the next Congress. 
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The full text of the executive council’s resolution is attached to our 
detailed statement. 

The recommendations we are presenting to this committee for hous- 
ing legislation this year constitute, we believe, a minimum program. 
It is our firm conviction that unless the Congress enacts the kind of 
program we are recommending, continuing inadequacies in our hous- 
ing and urban redevelopment programs will serve to stunt the eco- 
nomic growth of our Nation. 

This effect, moreover, will come at a critical time when the rest 
of the world is measuring the ability of our economy to grow against 
the already demonstrated forward thrust of the Soviet economy. 

A complacent attitude at this time cannot be countenanced in the 
face of the fact that 13 million American families are still forced to 
live in substandard dwellings, that urban blight is spreading at a far 
more rapid rate than urban redevelopment, and that the planless mush- 
rooming of suburbia is thwarting the solution of the most urgent 
pr oblems of our metropolitan areas today and, as the result of neglect, 
creating vast areas of new slums for tomorrow. 

A comprehensive attack on America’s housing and urban redevelop- 
ment problems has been delayed too long. Appeals to balance the 
budget and prevent inflation are now advanced only to provide new 
rationalizations for further postponement of effective programs to 
meet the Nation’s housing and redevelopment requirements. 

The AFL-CIO urges the Congress to reject these pleas for timorous 
piecemeal approaches. Let me assure the members of this committee 
that the labor movement of this country would not advocate unneces- 
sary and excessive Government expenditures, but neither will we 
countenance the false bookkeeping of economic stagnation and social 
injustice. 

The programs we are urging for housing and redevelopment— 
indeed the sum total of all social programs the AFL-CIO recommends 
for enactment by this Congress—involve a minimum of nonreim- 
bursable expenditures by the ‘Federal Government. As far as housing 
and redevelopment programs are concerned, most of our recommenda- 
tions involve only nonsubsidized loans. The small amount of actual 
Federal outlays for public housing and urban renewal will not have 
to be spent in the immediate future. 

When they are made available, they will constitute only a fraction 
of the amount by which our gross national product should and must 
rise each year if we are to have a growing and prosperous economy. 

We ask your committee to recommend enactment of a full-scale 
housing and redevelopment program which is urgent and critically 
vital to the Nation’s growth, prosperity, and welfare. 

Senator SparKMAN. Mr. Shishkin, have you a statement? 

Mr. Suisuxin. Mr. Chairman, let me say that I am very glad to 
have the opportunity to present our views in some detail on this 
legislation. 

“The newly elected 86th Congress is facing a tremendous historic 
challenge. It is a challenge of leadership i in mobilizing the freedom- 
loving people of our land for the task of building, under our system, a 
greater, a stronger, a more prosperous, more vigorous America. 

The first trial, the first test of the new congr essional leadership is 
in the enactment of housing legislation that would measure up to the 
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national need of our time and one that would provide the impetus of 
dynamic future growth. 

‘It is shocking to look at the record and note that the future of the 
American home, the future of our housing, has not received top billing 
at any time in the program offered by the present administration. 

Yet, it is precisely the character and scope of our national effort 
to stimulate and assure the availability of a better home for the 
average American family that will determine the future growth of the 
American economy and the strength of the American community 
more than any single factor. 

For the past 6 years, our national administration has been trying 
to muddle through the national housing problem. But muddling 
through has brought us only stagnation, when what we want is growth. 
Timidity must give way to courage; half measures must be replaced 
with boldness, imagination, and vision, if Americans are to join in the 
pressing, urgent task of building a better America. 

When labor calls for prompt enactment of forward-looking, com- 
prehensive housing legislation early in 1959, it is not speaking as a 
special-interest pressure group. It is speaking for millions of Amer- 
ican families with moderate incomes who need good, livable homes 
within their means; homes in which will be reared and brought up the 
next generation of Americans. It is speaking, what is more, not to 
further any special interest, but to advance the foremost public interest 
of American people. 


HOUSING AND URBAN REDEVELOPMENT NOT INFLATIONARY 


One of the major objections, posed in opposition to a comprehen- 
sive national program to stimulate housing and urban redevelopment 
sufficient to provide for the current and the known future needs of 
our communities, is that such a program would be inflationary. 

This argument by the opponents of the housing program is com- 
pletely without substance and without merit. 

Consider the evidence. 

In recent months, housing activity has expanded somewhat from 
the previous disastrously low levels. This recent spurt in housing 
construction activity has been mainly sparked by the enactment of 
the Emergency Housing Act of 1958, initiated by the good and far- 
sighted chairman of these hearings, Senator Sparkman. 

The resulting recent partial revival of housing construction activity 
has helped to reduce unemployment among building and construction 
workers and has proved to be a powerful factor at a critical time in 
helping to check recession and to stimulate overall economic recovery. 

But, even when viewed in the light of this favorable development, 

our housing performance is still lagging far behind the need. This 
performance is just not good enough. 
_ The level of homebuilding in 1958 was still far below that of 1950. 
So here we are, in 1959, after 8 years of national, of community, and 
population growth, being told that to bring housing activity in 
step with the progress of the American economy would be infla- 
tionary. 

Would such a program be inflationary because it would put an un- 
due strain on our resources? Of course not. There are no shortages 
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of men or materials needed to carry it out. Both are in oversupply, 
In fact, both will continue in surplus, unless such a program is put 
into effect. 


It is fair to ask—which sector of the economy would be pressed by — 


the enactment of such a program? Steel? Brick? Lumber? Glass? 
Evidence across the face of our economy is that our capacities are 
enormously greater than such utilization as might result from the 
enactment of this sound and needed program. 

Let this Congress show that it is willing and eager not only to 
bring America back to the level of performance of which it proved 
capable back in 1950, but to the level necessary now to assure the 
Nation sustained prosperity and healthy growth. 

The immediate fact this committee faces is that funds for such 
important existing programs as urban renewal, veterans’ housing, and 
cooperative housing, as well as the moderate-cost housing program 
authorized last year, have been completely or virtually exhausted while 
construction under the much buffeted low-rent public housing pro- 
gram has all but ceased. This means that some of our most worthwhile 
activities in housing and redevelopment are grinding toa halt. Even 
worse, all signs point to a new tightening of the financial market 
and a consequent contraction of housing activity by the second half 
of 1959, if not sooner. Thus, even if only short-term requirements 
are considered, the Congress should enact broad-gauged housing 
legislation at the earliest possible moment. 

snt we cannot ignore the Nation’s rapidly mounting housing 
needs in the years just ahead. Our population, now more than 175 
million, will rise to 210 million or more by 1970. We will need vast 
amounts of new housing and comprehensive urban redevelopment 
and metropolitan planning to meet the housing requirements of our 
rapidly expanding population and to replace the more than 13 million 
substandard houses in which American families are still forced to 
live. 

I know that the members of this committee are fully cognizant of 
these problems. Over the years, this committee has done much to 
arouse the interest and concern of the entire Nation in the importance 
of good housing for the welfare of all Americans. T am sure there- 
fore that your committee will not content itself with interim stop- 
gap measures at thistime. We urge the committee to reject the line of 
anproach of S. 65 and to proceed instead to recommend to the 
Congress enactment of comprehensive, forwardlooking housing 
leoislation. 

While S. 57, introduced by Senator Sparkman, contains a number 
of worthwhile provisions, it does not fully measure up to the Nation’s 
minimum housing and redevelopment requirements. We are there- 
fore recommending enactment of provisions in S. 193, introduced by 
Senator Clark, as well as other necessary provisions. We are con- 
vinced that our recommendations can provide the basis for a consid- 
erable advance this vear toward meeting the Nation’s housing needs. 

I turn now to our specific recommendations. 


PUBLIC HOUSING 


_ Title IV of S. 57 and title IT of S. 193 both deal with public hous- 
ing. In some respects, the bills are similar or identical with respect 
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to public housing, containing many provisions designed to make pub- 
lic housing an integral part of the community and to encourage a 
larger measure of local autonomy and greater efficiency in the admin- 
istration of the Sy. een We urge enactment of all provisions in the 
two bills aimed at this most worthwhile objective if the badly needed 
public housing program is to be revived and expanded to meet the 
urgent needs of low-income families. 

With respect to those features affecting public housing in the two 
bills which are not the same, we urge enactment of those in S. 193. 

erin the most important difference between the two bills is in 
the number of units authorized for construction. S. 57 provides for 
extending the unused portion of the existing 70,000-unit public hous- 
ing authorization and authorizes only an additional 17,500 units. In- 
stead of authorizing a specific number of units for a limited period, 
S. 193 would restore the authorization for construction of public 
housing provided in the Housing Act of 1949 without time limita- 
tion. In effect, this would make available a total of 150,000 to 200,000 
units for construction at any time. Within this overall limitation, 
communities could proceed with public housing construction pro- 
grams in whatever volume and at whatever speed would be most ap- 
propriate to their own capacities and capabilities. 

We strongly support the authorization in S. 193. Even restoration 
of the 1949 authorization is not likely to be sufficient to provide hous- 
ing for the large number of low-income families who will be dis- 
placed from their homes by urban renewal, highway, and other Gov- 
ernment programs, not to speak of the additional thousands of low- 
income families whose dwellings, no matter how inadequate, are not 
slated for clearance within the next few years. 

In addition, we favor the provisions in S. 193 which would remove 
restrictions in the public housing program established by various ap- 
propriations and other acts enacted since the basic program was 
launched in 1949. 

URBAN RENEWAL 


S. 57 authorizes a 6-year urban renewal program with an annual 
capital-grant authorization of $300 million, which amount could be 
increased by $150 million in any 1 year. 

Under the present administration, it is altogether unlikely that the 
President would use his discretionary power to increase the annual 
urban renewal authorization above $300 million. Therefore, at least 
during the early years of the authorization, the actual amount avail- 
able would be only $300 million a year. 

S. 193 would authorize $600 million a year for 10 years with pro- 
vision for increase by $150 million in any 1 year at the discretion of 
the President. We are convinced that the urgent need of the cities 
for funds to finance urban renewal projects clearly warrants the 
larger authorization contained in S. 193. 


RELOCATION HOUSING 


_For nearly a decade, the AFL-CIO, supported by other organiza- 
tions, impressed with the necessity of meeting the Nation’s total hous- 
ing requirements, has urged enactment of an effective program to make 
good homes available to workers and other middle-income families at 
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costs they can afford. We are still fully convinced of the need for an 
effective middle-income housing program and regret that no legislation 
to accomplish this objective has been introduced thus far . 

In the absence of such a middle-income housing program, however, 
we welcome the introduction of title III of S. 193 which would provide 
for relocation housing for persons or families displaced by urban 
renewal, highway, and other public projects. It has become unmis- 

takably clear that the success of the entire urban renewal program is 
threatened by the lack of decent housing within their means for those 
displaced by urban renewal or other public projects. Many of these 
families, whose incomes are just about the level of eligibility for public 
housing have been forced back into the slums because they have been 
unable to find adequate alternative housing within their means, 
Except in a very few locations, the so-called FHA 221 relocation hous- 
ing program has utterly failed to meet this need. 

S. 193 would provide low-interest, long-term loans to private 
nonprofit corporations for construction of relocation housing and 
related facilities for displaced families or persons of low or moderate 
income. The proposed direct loan pongeee is modeled after the very 
successful college housing program. 193 would make it possible 
for displaced families to ‘obtain dee ent Seaman involving a consider- 
ably lesser expense than under the FHA 221 program. For example, 
on a unit involving a $10,000 mortgage, the finance ing available under 
FHA 221 (534 percent—40 years) w vould require a $1,200 higher annual 
income for a family than the financing which would be available under 
title III of S. 193 (about 3 percent—50 years). We strongly favor 
therefore inclusion in the omnibus housing bill of title IT] “of S. 193 
with authorization of at least the $250 million proposed in that bill. 





HOUSING FOR THE ELDERLY 


The present program of housing for the elderly which is adminis- 
tered in the FHA 207 rental housing setup was established in the 
Housing Act of 1956. With present financing terms, an effective 
interest 1 rate of 5 percent (414 percent plus one- half percent insurance 
premium) and 40-year amortization, the achievable rents are too high 
for most elderly couples and individuals. In the 3 years the program 
has been in existence, there have been applications for only 32 projects 
with a total of 4,500 units. Only 1 project with 140 units has actually 
been completed and occupied. It is thus clear that the present pro- 
gram has been virtually a complete failure. 

Unfortunately, it is quite unlikely that the new F Ti A 229 program 
of housing for the elder ly proposed in title II of S. 57 would represent 
much of an improvement. It would leave present financing terms 
unchanged except that it would eliminate the present requirement for 
a 10-percent equity investment on the part of the sponsors. Thus, it is 
probable that the rents achievable under S. 57 would be about the 

same as under the present program. 

Instead, we would urge enactment of a program for the elderly 
similar to title III of S. 193. Specifically, the Housing and Home 
Finance Administrator should be authorized to make low-interest 
(college housing rate), long-term (up to 50 years) loans to nonprofit 
corporations for construction of housing for the elderly. At least 


4 





$200 
sidy 
to th 
less 
ing. 


elde 


As 
whic 
VA 
rece! 
year 
thre: 
enco 
the | 
pric 


». 
ing 
COoy 
ing: 
hous 

1. 

2. 
othe 
903 : 

3. 
miti 
for ( 

4, 
der 
now 

5. 
in t] 
cial 

6. 


_ erat 


coo} 
1. 
sitic 
8, 
hew 


W 
pros 
take 
$1b 
mor 





com Tt — DB ~~." 


oe 


—- oo 


HOUSING ACT OF 1959 Zia 


$200 million should be provided for this purpose. Although no sub- 
sidy is involved since the rate of interest is tied to the cost of money 
to the Government, the achievable rents would be about $15 a month 
less than is possible under the present program of FHA elderly hous- 
ing. This would make it possible for a much larger proportion of 
elderly couples and individuals to obtain housing they can afford. 


MODERATE-COST HOUSING 


As I have already stated, the Emergency Housing Act of 1958 
which made available $1 billion to FNMA for purchase of FHA and 
VA mortgages of $13,500 and under has been largely responsible for 
recent expansion of housing activity. Unfortunately, however, last 
year’s authorization has now been exhausted. To help forestall the 
threatened decline in housing construction later in the year and to 
encourage construction of moderate-cost housing, we recommend that 
the Congress authorize an additional $1 billion to support moderate- 
priced housing under the FHA and VA programs. 


COOPERATIVE HOUSING 


S. 57 contains a number of provisions relating to cooperative hous- 
ing but it does not meet all the requirements necessary to bring the 
cooperative housing program to maximum effectiveness. The follow- 
ing are the major steps needed to improve and expand the cooperative 
housing program : 

1. Require that FNMA purchase FHA 213 mortgages at par. 

2. Provide for establishing downpayments, cost limitations, and 
other financial terms for FHA 213 on a par with those in the FHA. 
203 and 207 programs. 

3. Authorize an additional $300 million for FNMA advance com- 
mitments on FHA 213 mortgages with half of this amount earmarked 
for consumer cooperatives. 

4. Authorize inclusion in the mortgage amount on all projects un- 
der the cooperative program, community and commercial facilities 
now possible only under the management-type program. 

5. Authorize inclusion of a regular 2-percent working capital fund 
in the total amount of the mortgage in order to strengthen the finan- 
cial structure and soundness of cooperative housing projects. 

6. If additional funds are authorized for FNMA purchase of mod- 


_erate-cost housing mortgages, this program should be extended to 


cooperative housing. | 
7. Authorize use of mortgage insurance under FHA 213 for acqui- 
sition by residents of existing housing on a cooperative basis. 
8. Make cooperative housing mortgages on property in urban re- 
newal areas eligible under FNMA’s special assistance program. 


VETERANS HOUSING 


With the return of a restricted financial market, the GI housing 
program is once again declining rapidly. We urge that steps be 
taken now to revive that program. Our recommendations for at least 
$1 billion for FNMA to purchase Government-guaranteed and insured 
mortgages of $13,500 and under would do much to make necessary 
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funds available for veterans housing. In addition, we endorse the 
»rovision in S. 57 which would make available $300 million for direct 
ans for veterans. However, we urge that this program be extended 
to veterans in urban as well as rural areas where private funds are 
not available on reasonable terms. If this is done, funds for GI 
direct loans should be increased accordingly. 


OTHER RECOMMENDATIONS 


In addition to the above proposals, we regard the following recom- 
mendations as important for a well-rounded housing program: 

1..The requirement that FNMA purchase mortgages under its 
special assistance program at par should be restored. 

2. We urge protection of homeowners against foreclosure in the 
event of temporary unemployment, illness or other emergencies as 
is provided in S. 195, introduced by Senator Clark. 

3. We recommend that title V of the Housing Act of 1949, relating 
to farm housing, be amended to accomplish the following objectives: 
(a) Expand coverage to assure benefits to all types of farm labor. 

(6) Authorize a thoroughgoing investigation of farm housing 
needs. 

(c) Expand coverage to smaller farms and those not producing 
crops in a particular year. 

(d) Remove the requirement that the farmer be unable to secure 
credit from other sources. 

(e) Reduce the loan rate from 4 to 3 percent. 

4. Payment of prevailing wage should be required in any housing 
construction involving any type of Federal financial assistance, includ- 
ing grants, loans, guarantees, and insurance. 

5. There should be Federal action to assure the opportunity to obtain 
adequate housing to all families without regard to race, color, creed, 
or national origin. 

6. Continuance of the successful college housing program with ex- 
tension of its assistance to bona fide college student cooperatives. 

7. Adequate funds should be provided for housing research and pro- 
fessional training in housing and planning. 

On behalf of the AFL-CIO, I request the members of this com- 
mittee to accord these recommendations their earnest and sympa- 
thetic consideration. Enactment of these proposals would provide the 
basis for a comprehensive housing program geared to the needs of our 
growing population and provide a strong impetus toward expansion 
of our economy. 


STATEMENT BY THE AFL-CIO Executive CouNcIL ON HOUSING 
Washington, D.C., November 7, 1958 


The failure of the last Congress to enact a decent housing bill has placed in 
jeopardy the immediate future of housing in America. 

We look to the newly elected 86th Congress for the enactment of a compre- 
hensive housing bill that will make up for this failure and will measure up to 
the mounting need for good housing which is now beyond the financial reach 
of most American families. 

The present critical situation demands that the next Congress enact into law 
a total housing program, enabling local communities to go ahead with the urgent 
task of programing the necessary projects for the needed middle-income and low- 
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income housing, along with the related work of slum clearance, urban redevelop- 
ment, and improvement of community facilities. 

Congress should reject all attempts to fragment the overall housing program 
into splinter enactments or to substitute fractional emergency measures for it. 

Instead, Congress should enact without delay a comprehensive housing, bill. 
This bill should include adequate provision, without subsidies, for the moderate- 
income families whose incomes are too high for eligibility for publicly aided 
housing but too low to afford the home available in the present market. Coopera- 
tive housing is a particularly effective means of bringing good homes within the 
financial reach of moderate-income families. 

The keystone of the enactment should be the extension of the time-tested public 
housing program, making good homes available to low-income families at costs 
they can afford. 

Encouragement and adequate aid should also be extended to local communities 
in the related task of slum clearance and urban redevelopment. 

Continuation of the college housing program and of the FHA should also be 
assured. 

Discrimination and segregation in housing because of race, creed, color, or 
national origin, are contrary to the democratic way of life and should be elimin- 
ated as quickly as possible. To this end standards should be established, re- 
quiring that all housing built with the aid of Federal funds or credit or any 
other form of financial assistance or guarantee, should be made available to 
minority families on an equal basis with all other families. 

We consider the enactment of such a comprehensive housing bill to be the 
urgent special order of business of the next Congress. 

We call on all our affiliates to give their full support to labor’s drive for the 
enactment of a comprehensive, sound housing bill by Congress in 1959. 


Mr. Suisun. I would like first of all to give the committee a very 
brief report as to where we stand. 

Much has been said about research this morning and I would like 
to indicate some of the things that really would require very little 
effort on the part of leadership in the administration in the housing 
field to bring some of these facts together and focus them on the kind 
of proposal that is being made to this Congress. 

Where are we today ? 

Let me refer here to the latest report from the Federal Home Loan 
Bank Board on foreclosures in the fourth quarter of 1958. It re- 
ports a continuing upward increase in the number of foreclosures, 
reaching 11,112 during the third quarter of the year and a continuing 
increase all the way along that period. This is a Government report. 
It is very brief. Could it be inserted in the record ? 

Senator SparKMAN. Without objection that will be done. 

(The document referred to follows :) 


FEDERAL Home Loan BANK Boarp, WASHINGTON, D.C. 
NONFARM REAL ESTATE FORECLOSURE REPORT, THIRD QUARTER 1958 


Continuing the upward climb, the number of foreclosures on nonfarm homes 
reached 11,112 during the third quarter of the year, an increase 3 percent above 
the previous quarter and 28 percent over the same period in 1957. Although the 
quarterly activity was double the number in 1950, it was 40 percent below the 
number of distress actions taken during July, August, and September of 1940. 

During the first 9 months of 1958 nonfarm foreclosure cases numbered 
31,625, or 24 percent above the total for the same interval last year. Accord- 
ing to estimates, the number of nonfarm foreclosures for the full year 1958 
Will probably be about 43,000. 
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NUMBER OF NON-FARM FORECLOSURES 
JAN-SEP OF EACH YEAR 


NUMBER IN THOUSANDS 


wumeteR 


1940 1945 1950 1952 1953 1954 1957 


Estimated nonfarm real estate foreclosures, 1926-third quarter 1958 


ANNUAL TOTALS 





i} 
Number || Number 


1926 68, 100 || 1940 
91,000 || 1941 
116, 000 || 
134, 900 || 

150, 000 | 
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248, 700 

252, 400 

230, 350 

228, 713 

185, 439 

151, 366 || 

118, 357 || 
100, 410 














MONTHLY DATA 


1953 | 1954 | 1955 





| 28, 529 | 
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Note.—Estimates of number of foreclosures in the United States in all nonfarm areas are based on data 
reported from approximately 1,600 counties, cities, townships, or other Government divisions, and measure 
the number of properties acquired through foreclosure proceedings. Reporting areas include approximately 
three-fifths of all nonfarm 1- to 4-family dwelling units. Voluntary deeds of sale in lieu of foreclosure are 
not included, nor are defaults on real estate contracts. 
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Senator Busu. May I just take a look at that report, please. I have 
no objection to it. 

Mr. Suisuxin. And here is a statement issued by the U.S. Depart-. 
ment of Commerce, Lewis L. Strauss, Secretary, January 20, 1959, 
“Little change in supply of available residential vacancies in the 
United States.” It is a result of the survey of the fourth quarter of 
1958 which shows little change in recent months in the supply of 
available residential vacancies in the United States, according to the 
studies made by the Bureau of the Census of the United States. This 
is a one-sheet statement, here, Mr. Chairman. I would like to have 
this also inserted in the record. 

Senator SparKMAN. That will be inserted. 

(The document referred to follows :) 


[U.S. Department of Commerce, Washington 25, D.C., for release Tuesday, Jan. 20, 1959] 


LITTLE CHANGE IN SUPPLY OF AVAILABLE RESIDENTIAL VACANCIES IN THE UNITED 
STATES 


(Advance release of data to be presented in “Housing and Construction Reports,” 
series H-111, No. 15) 


Results of a survey for the fourth quarter 1958 show little change in recent 
months in the supply of available residential vacancies in the United States, the 
Bureau of the Census, Department of Commerce, reported today. Available 
vacancies for the period October through December 1958 constitute 2.9 percent of 
all dwelling units in the United States. The “for rent” portion is 2.3 percent and 
the “for sale” portion remains at 0.6 percent. Inside the standard metropolitan 
areas, the available vacancy rate of 2.4 percent remains substantially lower than 
the 3.5 percent for the nonmetropolitan territory. 

The supply of vacant units available for rent and available for sale in the 
United States remained at virtually the same level throughout the past year. 
Averages for the year 1958 were 2.2 percent for rent and 0.6 percent for sale. A 
comparison of the 1958 and 1957 average rates shows that the supply of available 
vacant for rent units has increased. On the other hand, vacant units available 
for sale remained at substantially the same level. The 1957 averages were 1.9 
percent for rent and 0.5 percent for sale. 


Available vacancy rates for the United States 





4th quarter 3d quarter Average for | Average for 

















1958 1958 1958 1957 
Total: | 

do relcisacesicctiis selbst ictaiaslsisinieninincogiedalavicee 2.9 | 2.8 2.8 2.4 
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The quarterly statistics are averages for the 3 months comprising the quarter. 
Since the statistics are based on sample surveys, they are subject to sampling 
variability and differences based on small subclasses may not be ignificant. 

For a fuller understanding of the housing market, two additional measures of 


vacancies are offered—the “rental vacancy rate” and the “homeowner vacancy 
rate.” 
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The rental vacancy rate for the United States in the fourth quarter 1958, is 
6 percent, that is, 6 percent of the total rental inventory is vacant and avail- 
able for rent. This indicates an increase over the 5.3 percent rental vacancy 
rate a year ago. 

The homeowner vacancy rate for the current quarter is 1.1 percent, little dif- 
ference from the rate for the fourth quarter 1957. 

The rental vacancy rate expresses the relationship between vacant housing 
that is offered for rent and the total rental supply, which is the sum of the 
renter-occupied units, vacant units already rented and awaiting occupancy 
at the time of enumeration, and vacant units available for rent. Similarly, the 
homeowner vacancy rate expresses the relationship between vacant housing 
available for sale and the total homeowner supply. The homeowner supply is 
the sum of the owner-occupied units, vacant units already sold and awaiting 
occupancy, and vacant units available for sale. 


Rental and homeowner vacancy rates in the United States 


4th quarter | 3d quarter | 2d quarter | lst quarter | 4th quarter 
1958 | 1958 1958 1958 1957 


Total: | | 
Rental vacancy rate___-_- - 6.0 5.8 6.0 5.7 5.3 
Homeowner vacancy rate_... : ’ 1 | y 
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Mr. Sursuxrin. I would like to come to grips now as to where we 
stand in relation to our total economic picture. I have reference here, 
Mr, Chairman, to the latest report by the Joint Economic Committee 
and the Council of Economic Advisers which was for January 1959, 
and it is contained in the “Economic Indicators.” 

This report shows that while we are all hoping and wishing and 
working for an effective recovery in our economy at this time and that, 
although all the reports on the Nation’s economic activities in 1958 are 
not yet in, there is evidence from the figures contained in the “Eco- 
nomic Indicators” in this latest report for January, that unemploy- 
ment is mounting again. As a matter of fact, since October, unem- 
ployment has been on the rise. The significant thing here is that in 
such activity as construction the rise in unemployment has been more 
than seasonal in the face of very substantial production. 

And I think that it ought to be noted that we have had recently a 
spurt in housing activity, but despite that spurt we still have rising 
unemployment staring us in the face. And I think, Mr. Chairman, 


‘that a great deal can depend on what happens in the economic picture 


in 1959 on what action Congress will take early and promptly in this 
session. A good deal of economic activity relies very heavily on the 
expectations of people. If the public knows that there is likely to be 
firm and positive action taken, I think that we can assure substantial 
recovery as soon as the second quarter of 1959. But, if that is not 
done, I think that the present uncertainty is bound to continue for 
some time to come at a great deal of cost and loss to the economy. 

Now, much has been said about this legislation in the context of 
whether or not the enactment of this legislation would be inflationary. 

I would like to point out here that the argument that is made on 
the ground of its being inflationary is devoid of any merit. 
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One of the objections in opposition to the comprehensive national 
program to stimulate housing and urban development is that it will 
be inflationary but if you look at the evidence, Mr. Chairman—— 


Senator SparKMAN. Mr. Shishkin, what page are you referring to” 


in your statement now, and I ask you because I am particularly 
interested in this 

Mr. Suisukrn, I have a statement on this beginning on page 2. 

Senator SPARKMAN. Where you deal with inflation ¢ 

Mr. SuisuHkrin. Yes. 

Senator SparKMAN. Am I correct in my understanding that you are 
a trained economist ? 

Mr. Suisukin. That’s right. 

I am secretary of the housing committee and assistant to the presi- 
dent of the AFL-CIO, and graduated in 1930 from Columbia College 
with general honors and special honors in economics. I pursued 
postgraduate studies in economics at Columbia University under 
Prof. Wesley Clair Mitchell, specializing in business cycles. For 2 
successive years I was elected research fellow at the Institute of 
Economics of the Brookings Institution in Washington. I have 
served as a member of the board of directors of the National Bureau 
of Economic Research, serving as president of the national bureau in 
1948-49 and chairman of the board in 1949-52. 

I have served as economist of the American Federation of Labor, 
1933-47, and director of research of A.F. of L. 1947-55. I have 
served as a member of the board of directors of the National Housing 
Conference since 1937 and as a member of the board of directors 
of the Conference on Metropolitan Problems since 1957. 

Senator SparKMAN. And you are discussing this subject of infla- 
tion with your background of training as an economist? 

Mr. SuisuKin. Yes, sir. 

Senator Sparkman. I have long been interested in this subject of 
the relationship between housing and inflation. That is something 
that we are met with practically every year and I just wanted to get 
that in the record. I certainly for my part welcome your discussion 
of it and I would like to hear more. You had just started to give 
what it is your conclusions are based on. 

Mr. Suiskin. I just wanted to summarize the points here. Those 
that say this legislation is bound to be inflationary fail to relate that 
to any specific fas of argument in making it. Is it going to pro- 
duce a strain on the resources, this program? Well, was it evidence? 
Are there shortages now of men or materials needed to carry out 
this program? Is there going to be a strain on resources in that con- 
text? There is not evidence that there would. Both men and re- 
sources are in oversupply and the enactment of this program will 
only contribute to the steady growth of the national economy and 
will not be inflationary. 

What resources would be pressed by the enactment of this program! 
Would it be the supply of materials, brick or lumber or glass? We 
know that the capacities are enormously greater in every segment of 
our industry than such demands as might result from this program, 
and I think that in that context there is no argument that this will 
be inflationary. 
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Senator Crark. What you are saying in effect, Mr. Shishkin, is that 
the supply exceeds the demand because the demand is artificially cur- 
tailed by having been priced out of the market ¢ 

Mr. SuisHK1n. That is correct, and I think that further it might be 
said that the full utilization of our resources and the full utilization of 
those things that we can and are producing and which we are produc- 
ing in oversupply would be put in balance and we will have a balanced 
advance in our economy if housing activity were stimulated by such 
measures as are proposed here. 

Senator SparkMAN. You mentioned the relationship between the 
activity or the strain on our resources, and you mentioned particularly 
labor and materials. Would you not include a third resource, I am 
talking about housing across the board now, all types of housing, and 
that would be the availability of capital? In other words, are you say- 
ing to us or is this a correct statement—I have said it many times and 
Iam checking on myself now—that as long as there is a eaiicieney of 
labor, of material, and of capital then it would not be inflationary 

Mr. SuisHK1n. That is correct, Senator. 

Senator Sparkman. And isn’t it true that if there results an over- 
building it takes care of itself by pulling down the price, the demand 
weakens, and in order to sell it the price has got to come down and it 
really works against inflation ? 

Mr. SuisHxr1n. I would agree with that, Senator, and I will go 
further than that. I would point out that as far as the availability of 
capital is concerned that housing and building for the growth of our 
cities and communities is a prime investment, it is one that commands 
priority over others. There is a much greater desire for long-term in- 
vestment insuring a steady return, and, therefore, housing is a safer 
investment than many others. I think that the availability of capital 
isnot a problem unless it is restricted by such measures as we have had 
taken by this administration in the tight money policy which has artifi- 
cally restricted the flow of capital into this area. But I also would 
like to refer here to the flow of funds of the Federal money. I want 
to reinforce the point made by Mr. Biemiller in his opening statement 
in which he pointed out that we are going to talk here for the most 
part about repayable loans, that any direct outlays of Federal funds 
are such that will not, as a matter of fact, affect the budget in the pres- 
ent session of Congress, the present action that is before Congress, be- 
cause those expenditures would be some time away and not our 
immediate problem. 

Senator Sparkman. Of course, your program as I study it, would 
provide for a considerable amount of repayable loans, but still the 
great mass of home building in this country will continue to be with 
private capital. 

Mr. Suisuxin. That’s right. 

Senator SparkMANn. That’s the reason I felt that the question of 
availability of capital became a necessary consideration. 

_ Mr. Suisuxrn. That is very true, but furthermore I think it is very 
important to recognize in the question of cost which has been discussed 
here earlier this morning, that if we assure steady recovery, if we 
assure eon in our productive capacity and the return on invest- 
ment, then we will have no need for the Government to worry about 
the sources of funds for maintaining this expenditure. But if we do 
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fail, if we do have a heavy recession setting in or dovetailing into 
downright depression, of course, that will be another problem. This 
is one measure which in the economy as a whole stands out as the one 
area in the economy where the demand for building materials, for 
furniture, for everything else that goes into the home is stimulated 
by the provision of the additional living space that is needed. This 
stimulates everything across the board. “It is one of the prime factors 
in the economy as a stimulation to e ‘onomy and prosperity. 

Senator Proxmire. Mr. Chairman ¢ 

Senator SpaRKMAN. Senator Proxmire. 

Senator Proxmire. Yesterday it was brought out that an article 
by a man named Robinson Newcomb is charging i in the Nation’s Busi- 
ness that Government policies have restricted the housing growth. I 
want to read a statement and ask if you would agree with it. He con- 
tends that the Government has deliberately restricted the number of 
new homes Americans can build. He charges that through banking 
operations the Federal Government is able ‘virtu: lly to predet ermine 
how many housing starts would be allowed. And he goes on to charge 
that we are now underbuilding by a hundred thousand to 300,000 units 
a year because of these Feder: al actions. 

I am asking — in your capacity as an economist if you think these 
are sound facts ¢ 

Mr. SuisHxrn. I have done not only a good deal of work together 
with Robinson Newcomb, I have also appeared as a witness with him 
before the Joint Committee on the Economic Report. We have dis- 
agreed about many things. I haven’t studied the foundations of this 
statement, I think that my own interpretation would be that if there 
has been an artificial restriction on the program that that artificial 
restriction has come from the failure of the administration to come to 
grips with the basic needs and the balance in the program in which 
the primary requirements is sustained growth of the community—— 

Senator Proxmire. I would like to break those down a little. 
Would you say, for example, that the Federal Reserve policy, push- 
ing up interest rates, is an important part of these artificial restric- 
tions, or are you referring to the policies of the Housing Administra- 
tion itself ? 

Mr. SuisHxr1n. Well, on the first one I think that the tight money 
policy has hurt housing in the past 2 years more than any other 
single factor, there is no question about that, but also I think- 

Senator Proxmirr. More than any other single factor ? 

Mr. SuisuKin. The tight money policy and the cutting off of the 
flow of investment funds to housing; yes. 

Senator Proxmire. You know there is a chart from there which 
shows a very sharp drop in housing starts in the middle of 1955, con- 
tinuing through the middle of 1958, coinciding with business invest- 
ment and planning, and so forth. This also coincides with the tight 
money policy. Would you say, on the basis of your judgment, I am 
not asking for a definitive answer, that the primary reason for this 
drop in housing starts has been the tight money policy? 

Mr. Suisnxtn. Y es, I would say that, and I would like to explain 
the course shown in this chart. The investments that have gone into 
the plant and equipment have been a part, a very clear part, of cor- 
porate policy in which the corporate investment has been put into 
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these facilities at the time which the companies considered most favor- 
able to invest their own money back into the own enterprise. 

Senator Proxmire. Yesterday we had Mr. Mason here and the 
burden of Mr. Newcomb’s testimony may differ from yours. He 
seems to feel, as I read his article, that if we had a free interest rate, 
that is, if VA and FHA could have risen so there would not be this 
discount problem which has caused so much friction, that the hous- 
ing starts would not have dropped anything like this. Mr. Mason’s 
interpretation, his judgment, was that the interest rate itself wasn’t 
as important or wasn’t very important, wasn’t of major importance, 
the important thing was this discount friction. That if interest rates 
could have risen sharply for VA and FHA, we wouldn’t have had 
this drop. 

Mr. Sutsuxkin. I will be more inclined to agree with Mr. Mason on 
that point as the general proposition is concerned. 1 don’t think the 
increase in interest rates would have been the necessary stimulant. 

Senator Proxmire. You think the increase in interest rates would 
not have discouraged buying, so it would not have caused this drop 
in housing starts, is that your position ? 

Mr. Suisuxin. I think that the increase in interest rates would 
not have been the cure that Mr. Newcomb proposes. 

Senator CLark (presiding). Let me see if I understand you. You 
say that in your opinion, taking the controls off interest rates and 
allowing mortgage money to find its own level in the market would 
have decreased and not increased the number of housing starts? Is 
that your position? Or, on the contrary, do you think we would have 


had more housing starts if we had had a free interest rate? If you 
don’t want to make any statement at all you don’t have to, of course. 

Senator Proxmire. May I say this to try and clarify it a little bit. 
Perhaps I will confuse it. ‘Two factors are at work here. As interest 
rates go - capital becomes more readily available but at the same time 


the home buyer tends to be priced out of the market ; which is the most 
important, as the interest rates go up are you pricing people out of the 
market and is that the reason you have this sharp drop ? 

Mr. Suisuxrn. That’s right; the latter is correct. That was my 
point. 

Senator Busu. Mr. Chairman, would you permit me to say I have to 
leave this meeting, I have an 11:30 appointment. I will pick up the 
balance of this testimony in the record. Thank you. 

Mr. SuisuKin. Thank you, Senator Bush. 

Senator Crark. Will you proceed, Mr. Shishkin, or are you 
through ? 

Mr. Suisuxin. No; I would like to give you a brief summary of 
What our position is with regard to this legislation. 

I would like to point out that the present overall level of housing 
activity, though currently it is somewhat up from the previously estab- 
lished tremendously low level, as it is now, of course, is grossly inade- 
quate in relation to the need. . 

What is more, funds for several of the key programs have been ex- 
hausted. Urban renewal, veterans housing, cooperative housing, mid- 
dle income housing under the Emergency Act of 1958, have been used 
up, and the situation will worsen in the second half of 1959 if not 
sooner because of the tightening of the financial market. Thus, we 
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need a broad gage legislation now just to meet the short-term require- 
ments, entirely apart from the long-term needs, but we cannot ignore 
the rapidly expanding housing and development needs in the years 
just ahead. We have to bear in mind that by 1970 our population will 
be at least 210 million. This isa problem of rapid growth. We will 
have family formation accelerated, we will have new families formed 
and we will have these young couples knocking on doors and looking 
for housing. We know it is coming without taking any measure to 
provide for it unless action is taken now. 

Another point I would like to make is that this is no time for stop- 
gap measures such as those provided in 8. 65. That is a stopgap bill, 
and I think it ought to be considered by the Senate as such. Instead 
what we need is a prompt enactment of a comprehensive legislation. 
Basis for such legislation is to be found in a number of provisions of 
S. 57 and in S. 193 plus some of the provisions that we recommended in 
addition in our statement. 

Senator Ciark. Also I see you were advocating S. 195 which is also 
a bill of mine? 

Mr. SuisnHxrin. Yes. What I would like to say on this is that, if 
you review these major proposals before this committee at the present 
time that there are many sound, solid, and good provisions in §S. 57. 
It is a step forward, but it simply does not go far enough. It isn’t 
enough. Therefore we strongly urge the adoption of many of these 
provisions that are similar in the Sparkman and the Clark bill. But 
we very strongly urge very favorable consideration of those provi- 
sions where there are discrepancies, of those provisions that are in the 
Clark bill, S. 193. 

Senator Crarg. Mr. Shishkin, I take it that you are opposed to the 
enactment of the administration bill ? 

Mr. Suisu«in. Yes, very strongly. 

Senator Proxmire. Mr. Chairman? 

Senator Ciark. Senator Proxmire. 

Senator Proxmire. Mr. Shishkin, perhaps you were here when the 
colloquy took place between Senator Bush and Senator Clark on how 
we can pay for this housing program and it was mentioned in the 
course of the colloquy that you gentlemen might have some sugges- 
tions which would be helpful on plugging tax loopholes and so forth. 
Do you have any estimates there, any indications of how the money 
could be raised, what kind of loopholes can be plugged, how much 
each would raise? 

Mr. SuisHxin. We have a very comprehensive statement which has 
just been issued on that end and we will be very glad to submit it. 

Senator Proxmire. Would you put that in the record? 

Mr. Suisuxin. It is rather comprehensive. 

We don’t have it with us but we will get it during the noon hour 
and have it sent up here this afternoon. 

The major point that you are inquiring about is that it is felt that 
the plugging up of the loopholes which do provide very serious tax 
inequities and escapes, by plugging up those loopholes it would yield 
an income to the Federal Government of over $9 billion. 
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(The information referred to follows :) 


A Tax PROGRAM FOR 1958 


1. Tax relief for low and moderate income families.—This is a basic need at 
the present time. While there are several ways of achieving this result, perhaps 
the simplest and most preferable would be, as a first step, to raise personal 
individual exemptions from $600 to $700. 

2. Eliminate the requirement that workers pay income taxes on their contribu- 
tions to Government retirement funds.—One very special tax problem of workers 
is the fact that the present law forces them to pay income taxes on income which 
is actually used to contribute to various Government retirement systems (old 
age and survivors insurance, civil service, and railroad retirement). This 
inequity should be eliminated by excluding these contributions from income for 
income tax purposes and from wages for withholding purposes. However, there 
should be an upper limit of $500 placed on the amount of contributions that could 
be thus excluded from income. 

3. Recapture needed revenue by eliminating loopholes and tax escape clauses 
in the Federal income tazr.—A total of $9.1 billion in revenue could be raised by 
the following measures (the approximate amount of revenue to be recaptured 
is shown in parenthesis after each item) : 

(a) Repeal the special tax relief granted to dividend income by the Revenue 
Act of 1954 ($400 million). 

(b) Require withholding taxes on the payment of dividends and interest 
($300 million). 

(c) Repeal excessive depletion alowances and remove from such tax priviliges 
nany of the metals and minerals now covered ($1,300 million). 

(d) Tighten the capital gains tax structure by lengthening the holding period 
of long-range gains and increasing considerably the 25 percent tax rate. Remove 
from capital gains treatment the many types of income not originally included 
($1,000 million). 

(ec) Repeal the new depreciation provision of the 1954 Revenue Act ($1,300 
million ). 

(f) Eliminate the advantage given upper income married couples and heads 
of households by the income-splitting provision ($3,500 million). 

(g) Eliminate the family partnership provisions which are designed to reduce 
individual income taxes ($100 million). 

(kh) Eliminate stock option privileges designed to circumvent payment of taxes 
($100 million). 

(i) Repeal the tax-exempt status of State and local bonds ($100 million). 

(j) Eliminate the carry-back, carry-forward provision of the corporate income 
tax which grants special tax windfalls to purchasers of corporations with heavy 
losses ($100 million). 

(k) Make the estate and gift taxes a more effective source of revenue by elimi- 
nating life estate provisions and by combining estate and gift tax exemptions 
as Well as reducing the total level of exemptions ($1,000 million). 

4. Ease the tax burden on small corporations.—This can be done by changing 
the two component rates of the corporate tax structure. Rather than a 30 
percent normal rate and a 22 percent rate on all income above $25,000, the normal 
rate could be lowered to 25 percent while at the same time correspondingly raising 
the surtax rate. The total rate would remain the same, but some measure of 
relief would be granted to small corporations. 


Mr. Seman. The estimate is about $9 million that could be pro- 
vided by plugging up existing loopholes in tax legislation. 

Senator CiarK. Do you recall whether that includes any additional 
revenue by a closer scrutiny of expense accounts! It is my recollec- 
tion it does not. 

_Mr. Seman. I am sorry, Senator, I do not recall that specific 
item, 


Senator SpARKMAN (presiding). Senator Byrd, do you have any 
questions ? 
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Senator Byrp. I would like to know whether or not the organiza- 
tion represented by these very capable gentlemen has taken any posi- 
tion with regard to civil defense bomb shelters. The inclusion of 


bomb shelters in the new construction of housing that is anticipated ~ 


in the near future ? 

Mr. Bremitter. Mr. Chairman, we testified for that before the 
Holifield subcommittee of the House of Representatives that we would 
favor a very comprehensive program of bomb shelters to be included 
in various kinds of building programs. We have never taken a firm 
position as to its relationship to a housing program but it certainly 
would not be beyond the limit of the position which we have taken, 
We have advocated such developments in terms of schools, hopsitals, 
and college housing. There would certainly be a place where this 
kind of thing could be done and there is no conflict between the point 
you are raising and the position the AFL-CIO has taken in the past 
on this issue. 

Mr. Sutsuxin. May I add, Senator Byrd, that it is very important 
that the provision made by Congress for these necessary facilities is 
etn for specifically as far as their financing is concerned and this 

oes not impinge upon the necessary housing funds. 

There are many of these things that are needed and they ought to 
be provided and appropriated for specifically. 

Senator Byrp. Mr. Chairman, I am delighted to have this expres- 
sion of position by Mr. Biemiller who is a former distinguished Mem- 
ber of the House of Representatives. I am pleased to know that the 
AFL-CIO is cognizant of the great need for authority in this direc- 
tion. We were talking a great deal about the protection of our mis- 
sile sites and the protection of this and that. I think these days we 
are overlooking the most important piece of our foundation, the pro- 
tection of the people. I am fearful that there might come a time 
when this country might be blackmailed into surrender simply because 
the people do not feel that they have adequate protection against a 
surprise bombing attack or any other bombing attack for that matter. 
I would certainly hope that the organization that is before this dis- 
tinguished committee today continues to do some research in this field 
and will continue to offer suggestions to the Congress. 

Senator Sparkman. Thank you, Senator Byrd. 

Yes, Mr. Shishkin ? 

Mr. Suisuxr1n. I would like to make a couple of points, Mr. Chair- 
man, in rounding ovt the summary—in relation to public housing 
there is a continuing need to provide decent homes for displaced fam- 
ilies and also those now living in slums not slated for immediate 
clearance. We recommend the 1949 authorization, now this means 
about 150,000 to 200,000 units for construction at any time. This will 
permit communities to proceed at their own pace. 

We favor provision encouraging a larger measure of local auton- 
omy. We also urge repeal of restrictionist riders in the past appro- 
priations bills. 

On urban renewal we favor a 10-year $600 million a year provided 
in S. 193 as being the minimum needed to finance urgently needed 
projects. On relocation of housing and housing for the elderly, Mr. 
Chairman, the AFL-CIO for a decade now has urged effective middle 
income housing programs and is still convinced of its necessity. We 
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regret no legislation has been introduced to meet this need. In the 
absence of this program we are urging long-term, low-interest loans 
to reduce housing expenses for two groups whose need is especially 
urgent—families displaced by urban renewal and other public proj- 
ects; and the elderly. The problem of displaced families would be met 
by title III of S. 193 and we urge a similar program to finance hous- 
ing suitable for the elderly. Existing programs for these groups 
under the FHA do not permit charges of a low enough level displaced 
families and the elderly can afford. 

And then come our other recommendations. We recommend an 
additional $1 billion to FNMA for purchase of $13,500 and under 
mortgages under FHA and VA programs. Improvement and expan- 
sion of cooperating housing program. At least $300 million for direct 
loans for GI housing. Also a requirement of payment of prevailing 
wage in any housing construction involving any form of Federal 
financial assistance. Other recommendations are set forth in detail in 
my prepared testimony. 

Mr. Chairman, I appreciate very much the opportunity to be before 
this committee. I want to commend the chairman for his initiative 
and leadership in carrying out this very important task before this 
Congress and to the members of the committee who are working with 
him on this very vital problem. 

I would like to say in conclusion that I think one thing ought 
to be borne clearly in mind. The fabric of our national character is 
woven in the home. This is just as important as schooling, as school 
provision or anything else. The American home is the place where 
our ability to cope with the future of maintaining leadership, in 
science, in every single field, that is all lodged in the American home 
and I think it is about time that the Congress responded to this chal- 
lenge. This is the opportunity for the 86th Congress to really come 
to grips and discharge its responsibility toward the future of the 
American home. Thank you. 

Senator SparKMAN. Thank you, Mr. Shishkin. 

Mr. Bremititer. Mr. Chairman, may I have the record show that 
the group from the AFL-CIO also included Mr. Bert Seidman, an 
economist with our research department and Mr. John Edelman, 
legislative representative of the Textile Workers Union of America 
who is also chairman of the subcommittee on housing of the legisla- 
tive council of the AFL-CIO, and a member of the housing com- 
mittee also of the AFL-CIO. And I think you recognize full well 
-as the testimony proceeded that it is our opinion that S. 57, your 

own bill with some additions from Senator Clark’s bills, would make, 
in our opinion, the kind of program which the American people need 
from this Congress. 

Thank you very much. 

Senator SparKMAN. I am sure I do not have to remind you that 
when I introduced S. 57 I stated that it represented substantially the 
bill that the Senate agreed on last year and that while it did not 
measure up to my full hopes I thought it was a bill that we could 
get through quickly and would, at least, give us a fair housing 
program. 

We are very glad to have both of the gentlemen with you. Do 
either one of you have a word to add? 
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Senator Sparkman. Mr. John Edelman. 

Mr. Everman. Mr. Chairman, I am collecting a series of individual 
supplementary statements from local city councils of our trade-union 
movement throughout the country. I have several already in, but 
additional ones are coming in. Might I have leave to file these state- 
ments before the conclusion of this hearing ? 

Senator Sparkman. By the 28th. 

Mr. Epetman. The 28th of this month; yes, sir. 

Senator SparkMAN. Because we want to send the transcript to the 
printer immediately upon conclusion. 

Mr. Epetman. We will file before that date. 

(The information referred to had not been received at the time of 
going to press.) 

Senator Sparkman. Thank you very much, gentlemen. We appre- 
ciate your testimony. 

The next witness is Mr. Wallace J. Campbell, director of the Wash- 
ington office of the Cooperative League of the United States of 
America. 

Mr. Campbell, you have been before our committee many times. 
We have your statement. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR OF THE WASH- 
INGTON OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 
OF AMERICA 


Mr. Chairman and members of the committee, we are very pleased 


to have this opportunity to present to the committee our suggestions 
concerning the legislation which is now before you. 

For identification I would like to point out that the Cooperative 
League of the U.S.A. is a national federation of consumer, purchasing 
and service cooperatives, serving every State in the United States, 
including Alaska. The league includes in its membership regional, 
State, and national organizations. It serves 13 million families who 
are members of farm supply, consumer goods, insurance, credit, rural 
electric, health, housing, student, and other cooperatives. 


I. COMPREHENSIVE HOUSING PROPOSALS 


First: We would like to point out that we feel that this committee, 
and particularly Senator Sparkman as chairman of the Subcommittee 
on Housing, should be given due credit for the emergency housing 
legislation which was adopted at the beginning of the last session of 
Congress, just a year ago. 

As a result of the emergency legislation, the building industry led 
the economy in its return to recovery. The sudden rise in new housing 
starts, and the impact on the economy, are generally credited with 
having provided new jobs, not only in the building industry, but in 
the many industries which supply housing materials. The economy 
as a whole, therefore, was stimulated by your action. As an organl- 
zation representing the consumer interest, we feel that the consumers 
of America also benefited through the addition to the housing supply 


of thousands of additional housing units which otherwise would not 
have been built. 
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Second. This year, even though the economy is on a firmer basis 
than it was a year ago, there is still a great need for a dynamic 
housing industry. There is an even greater need for increased hous- 
ing to meet consumer needs, for at our current rate we have made no 
impact on the great backlog of slum dwellings and substandard hous- 
ing which is the fate of an estimated 15 million Americans; also we 
are not keeping pace with the growth in our population. 

Other witnesses will be testifying on the overall housing need, with 
recommendations on the steps which should be taken by the Congress 
to meet that need. The Cooperative League fully supports these 
programs to meet the housing needs of the people, including: an ex- 
panded program of urban renewal; a reauthorization of public hous- 
ing on the scale authorized in the Wagner-Ellender-Taft bill of 1949; 
a more adequate program to meet the needs of elderly persons; an 
emergency program to take care of hundreds of thousands of people 
who will be displaced by the highway program, slum clearance, and 
urban renewal programs in general; and an adequate program of col- 
lege housing. 

In more specific terms, we recommend an urban renewal program 
which would authorize $600 million a year for 10 years, or a total of 
$6 billion urban renewal program. This program is so popular that, 
as far as I know, there have been no witnesses testifying against it. 
The mayors of almost every American city have been represented 
through their national organizations in testimony supporting the 
program. 

In any overall program to meet the housing needs, it is essential to 
build for the lowest-income families who can secure adequate housing 
only if their needs are subsidized. We should complete the public 
housing program authorized by the Congress in 1949 under the 
Wagner-Ellender-Taft bill. There is a backlog of unused authoriza- 
tion which should be made available now to meet more adequately the 
needs of our most underprivileged families. 

We endorse the proposals introduced by Senator Clark and others 
to provide direct loans for displaced families and for elderly persons. 

The need on college campuses for housing is so great that we support 
the continuation and expansion of the popular college housing pro- 
gram. We would urge, however, that provision be made in that 
program for student cooperatives to borrow funds directly for the 
construction of housing facilities operated by the student cooperatives. 
During the past 25 years, the student cooperatives have developed a 
-program creating a sense of responsibility among the students them- 
selves. Many student cooperatives have a quarter of a century of 
experience in providing student housing at the lowest cost of any 
program. 

The emergency housing legislation initiated by this committee last 
year provided a billion dollars for advance commitments by the 
Federal National Mortgage Association for housing at $13,500 or less 
per unit. The Cooperative League supports an extension of that 
program. We have only one specific suggestion in this connection. 
In the legislation adopted last year to meet an emergency, a discrimi- 
nation against cooperatives was allowed to stand in the bill which, 
I am sure, was not intended. While the legislation limits the pur- 
chases by FNMA to mortgages which are $13,500, or less, the board 
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of directors of FNMA ruled that this meant that no blanket mortgage 
could be purchased under this program, even if the average mortgage 
_amount per unit were less than $13,500. That ruling automatically 
excluded cooperative housing projects which have a single mortgage 
covering many dwellings, both in the management type and the sales 
type cooperatives. The Congress could correct this discrimination 
by writing into the bill an authorization to include the purchase of 
.mortgages of $13,500 per unit, which are insured under FHA section 
213. 

Third: The programs of the administration contained in the budget 
message are wholly inadequate and fail to meet the housing needs of 
the American people. We do not subscribe to budget and legislative 
recommendations which would sacrifice human needs by failing to 
provide an adequate housing program to meet the needs of all income 
groups. 

The legislative policy announced in the Housing Act of 1949—to 
provide a decent home for every American family—should continue 
to be the yardstick for housing legislation. Moreover, as Congress 
recognized last year in the emergency housing bill, an adequate hous- 
ing program is important to the achievement of a sound economy and 
full employment. Through assuring continued high rates of indus- 
trial production and increasing the gross national product, we not 
only keep pace with the growth in our population, but also produce 
additional tax revenues. It is shortsighted to cut off these programs 
which are so essential both to human welfare and our economic 
welfare. 


II. PROPOSALS TO STRENGTHEN THE COOPERATIVE HOUSING PROGRAM 


As many of the members of this committee will remember, the 
cooperative housing program, under FHA section 213, came as a 
compromise after an intensive debate on a middle-income housing bill 
which would have authorized a comprehensive cooperative program 
to meet the middle-income housing needs of the country. Senator 
Sparkman and a subcommittee studied the cooperative housing pro- 
gram in the Scandinavian countries and brought back a report and 
recommendations which were incorporated in S. 2246. That bill was 
defeated by a very narrow margin in the Senate after having been 
adopted by its Banking and Currency Committee. When the middle- 
income bill was defeated, a compromise was worked out which author- 
ized the Federal Housing Administration to insure mortgages on 
cooperative housing. The program was established in April 1950, and 
will soon celebrate its ninth birthday. 

We want to commend this committee for its recognition through the 
years, that cooperative housing should be encouraged as a means of 
providing better housing at lower costs so as to meet the needs of 
moderate income families. This committee took the initiative in 
enacting not only FHA, section 213, but also FNMA special assist- 
ance for cooperatives. From time to time, the committee has adopted 
necessary amendments based upon experience. Since no housing bill 
was passed last year, except the emergency bill, there has been an 
accumulation of amendments which experience has shown to be neces- 
sary. While some of these are merely technical amendments, all of 
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these amendments are necessary and important to overcome obstacles 
which have arisen. We, therefore, strongly urge that the committee 
adopt all of these amendments. 

Under the program, FHA insures both permanent cooperatives and 
temporary or sales type cooperatives. The mortgages have terms up 
to 40 years, with an interest rate of 4.5 percent on the management 
type and 5 percent on the sales type. 

The program has been so successful that as of December 31, 1958, 
952 projects have been insured for a dollar volume of $559 million. 
These projects provide housing for 52,738 families, or well over 200,000 
people. This is equal to a good size American city. 

These homes have been built successfully in 38 of the 49 States. 
Commitments outstanding and applications in process should boost 
this figure even more substantially. FHA has made commitments for 
124 additional projects which would supply homes for 4,600 more 
families with a mortgage value of $64 million. The applications in 
process are for an even larger number of units and dollar volume. 

The program has been successful because it has brought to consumers 
better housing at a lower price than has been available under any other 
Government program. At the same time, the homes built under this 
program did not cost the U.S. Government anything. This is an 
insurance program under which FHA has received more than $16 
million in fees and insurance premiums. The FHA cost has been 
less than $8 million. The net result, therefore, has been that the 
Federal Government has stimulated the production of more than 
50,000 homes and earned about $8 million in the process. This, we 
believe, is a pattern which should be encouraged and extended as one 
of the best ways to stimulate homeownership by American consumers. 

We would like now to present to this committee our specific recom- 
mendations. 

We are presenting to the committee staffs suggested language to 
implement each of the proposals we are making. 

The Sparkman bill, S. 57, which is now before you provides three 
amendments to the FHA cooperative section of the Housing Act and 
one amendment to the FNMA cooperative section. We are pleased 
that these are included and urge their adoption. They were, as you 
will remember, in the bill as adopted by Senate last year. 


A. FHA AMENDMENTS 


- Section 105(a) of the bill amends section 213(b) (2) of the National 
Housing Act. 

1. Increases the maximum loan ratio from 95 percent replacement 
cost (90 percent of replacement cost if less than 50 percent of the 
cooperators are veterans) to 97 percent of replacement cost. The effect 
of this amendment is to make possible 3 percent downpayments for 
homes built under the cooperative housing program. This is the 
same downpayment structure as now applies to the FHA, section 203 
housing, which is comparable to the sales type cooperative program. 

2. Increases the dollar limitations on the maximum loan amounts 
for cooperatives to the same amounts which are allowed for section 
207 housing. This makes it possible to do under cooperative housing 
what the bill permits for rental housing. Congress has consistently 
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taken the position that home ownership is preferable to rental housing, 
It is, therefore, proper that the dollar limitations should be at least 
as advantageous for cooperative housing as for rental housing. 

3. A further amendment to section 213(d) would permit the in- 
clusion of community facilities in mortgages on property held by all 
three types of cooperative housing, namely the sales type, management 
type, and investor sponsored cooperatives. This provision would make 
it possible to build community and recreational facilities at the time 
the housing is built. Ownership of these recreational facilities would 
continue in the hands of the cooperative members even though the 
homes in a sales type project were transferred to individual owner- 
ship. This new provision will change the builder-sponsored sales 
type of cooperatives into genuine continuing cooperatives which would 
own and operate playground facilities and buildings with adequate 
space for civic association and co-op meetings, nursery, schools, and 
other cooperative activities. Also it would make it possible to pro- 
vide swimming pools and other recreational facilities where the proj- 
ects have a sufficient number of families to afford them. For a small 
monthly carrying charge the cooperative could provide the type of 
community facilities which make better homes and better living. 
These facilities reduce juvenile delinquency. 

A technical amendment is required which would allow the investor 
sponsored type of cooperative projects to include commercial facilities, 
just as those facilities are now authorized under the management-type 
cooperatives. The investor sponsored co-ops become management- 
type co-ops upon completion. Therefore, they should have the same 


basic authorization to provide the commercial facilities which are 
necessary for a cooperative housing community. 
The three amendments above are included in the Sparkie bill 


and were adopted by the Senate last year, except for the above addition 
of commercial facilities. 

There are several other amendments which are needed to strengthen 
and enlarge the cooperative housing program. Several of these were 
adopted by the subcommittee and the full committee before going to 
the floor of the Senate last year. We strongly urge that you add 
the following amendments to the bill which you report: 

4. An amendment to section 213 is needed to extend cooperative 
mortgage insurance to existing properties. This would make it possi- 
ble for genuine consumer cooperatives to purchase existing projects 
at substantially lower prices than new construction and to use the 
mortgage insurance terms of section 213. Thus, residents of a project 
could become homeowners instead of tenants. This mortgage insur- 
ance would be available only in cases where the Commissioner deter- 
mined that the purchase of existing housing by a cooperative group 
would be in the consumer interest. The mortgage amount would be 
based upon the Commissioner’s estimate of value based on continued 
use as a cooperative, rather than replacement cost. 

Several such cooperative purchases have been undertaken with 
dramatic success. The tenants have become homeowners. In the 
process, the consumer cooperative has been able to lower the monthly 
payments charged to the consumer below the rentals they were pa d 
ing before. At the same time, the co-op has stimulated self-help 
activities which have brought better maintenance, better landscaping 
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and a better spirit to the community. Cooperatives have produced 
100 percent occupancy in projects which they have purchased where 
there had been only partial occupancy prior to conversion to coopera- 
tive ownership. 

5. Another necessary amendment to section 213 would permit the 
Commissioner to include the 2 percent working capital fund, now re- 
quired for cooperative pecs, to be included as a part of the re- 
placement costs upon which the mortgage is computed. This fund 
provides working capital for the advance payment of taxes, insur- 
ance, and other costs. These are necessarily a part of the initial 
capital costs required in the creation of a cooperative project. Co-op 
projects are required to have such a working capital fund, which 
strengthens the projects economically and psychologically. 

6. A technical amendment is necessary in section 213 to assure that 
the test of feasibility of a project should be its continued use as a 
cooperative in cases where an investor-sponsored project is undertaken 
for sale to a cooperative. At the present time, there is a tendency on 
the part of technical personnel to test the feasibility of a project by its 
value as a rental project on their assumption that a contingency may 
arise where the cooperative is not successful. The record of success 
of the cooperatives has been so great that there is no justification to 
make such an assumption. This amendment is particularly important 
because a rental project under 207 is so completely different from a 
homeownership program under cooperative section 213 that the feasi- 
bility test, based on transformation into a renta] project, distorts the 
analysis of the project and prevents its development, even though con- 
sumers want it as a cooperative. 

7. Another amendment is necessary to section 213 to eliminate a 
discrimination in urban redevelopment areas. The same allowance for 
builder’s and sponsor’s profit and risk should be allowed on projects 
under section 213 as under section 220. This is necessary to make 
section 213 cooperative projects equally attractive to builders and 
sponsors for construction in urban development and other areas. 
Under this amendment, builders under section 213 would continue to 
be subject to FHA cost certifications and controls on profits. This 
amendment would open the way for cooperative housing in urban re- 
development ; such housing is not provided in redevelopment areas now 
because builders are allowed a higher fee under section 220. Another 
accompanying amendment would encourage construction cost savings 
on cooperative projects. This additional amendment would be an 
incentive to builders to achieve cost savings by permitting them to 
share in savings on project costs (excluding land) except that the 
first savings equal to 5 percent of project cost would go entirely to 
the cooperative. 

8. FHA should be authorized and directed to establish two mutual 
mortgage funds for housing cooperatives, paralleling the mutual - 
mortgage fund now covering section 203 housing. One fund would 
cover the management type, or continuing consumer cooperatives. 
The other would be for sa es-type cooperatives where the mortgages 

me the property of individual owners. It is anticipated that . 
there be a different rate of savings in the management type, or con- 
tinuing cooperative, as compared with the sales-type cooperative. 
FHA now returns to the mortgage holder the savings made on the 
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insurance it collects on mortgages for single-family homes under sec- 
tion 203. The failure to establish similar provisions covering cooper- 
ative housing actually discriminates against cooperative housing be- 
cause the consumer is not eligible for refunds from savings made pos- 
sible through the successful experience with cooperative mortgages 
and the absence of losses. 

9. Another amendment would provide that when the FHA receives 
a request from a consumer cooperative to purchase a project acquired 
by FHA as a result of default, the Commissioner shall give first pref- 
erence to the sale of the project to an organization which FHA deter- 
mines is a properly qualified consumer cooperative. The price would 
equal the fair market value of the property as determined by the 
Commissioner. Since these Commissioner-held properties have al- 
ready failed as rental properties, they should be converted to home- 
ownership where possible. On multiple housing, a cooperative is the 
only way to achieve homeownership. Purchase by the cooperative 
will provide the continued stability and full occupancy required for 
the success of these projects. Moreover, such sales to consumer coop- 
eratives will accomplish a sound policy of enabling residents to be- 
come homeowners instead of continuing as tenants. FHA can be 
assured that it is obtaining the full market value of the property, 
since it would determine the price at which the property would be 
sold to the consumer cooperative. 


B. FNMA AMENDMENTS 


10. We agree with the provision in the Sparkman bill that the Fed- 
eral National Mortgage Association be authorized and directed to 
purchase mortgages under its special assistance program at par in- 
stead of at discounts. The provision for purchase at par expired in 
August last year and was dropped by FNMA, even though both 
Houses of Congress had indicated their intention of extending the par 
purchase provision. 

11. In the present mortgage market, it is important to assure a 
group of consumers, or an investor building for a consumer group, 
that the investments that they make, in time and money, to develop 
a cooperative will actually result in the construction of housing for the 
consumer group. One of the earlier causes of casualties in the coop- 
erative housing program occurred when a group of consumers felt 
that they had every right to feel that they could build their own hous- 
ing under the FHA section 213 program. Then, by the time the group 
reached the stage where it was ready for financing, the mortgage 
market deteriorated so that funds were not available. A further dis- 
astrous effect came when some of the traditional sources of mortgage 
money failed to understand the cooperative program and refused to 
make funds available. 

The advance commitment authority for FNMA, which makes ad- 
vance commitments to purchase mortgages on coonerative projects, is 
of major and continuing importance in providing the assurance 
needed for a consumer cooperative. 

An amendment is needed which would provide a 5-year additional 
cumulative authorization to FNMA of $100 million per year to make 
commitments and purchases on cooperative housing projects under the 
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special assistance fund. Fifty percent of these funds would be re- 
served for mortgages insured under section 213 of FHA where the 
project is to be undertaken or acquired by a consumer cooperative. 

The balance of the authority would be available for the purchase 
of mortgages on projects of builder sponsors, including the sales-type 
cooperatives which have been so eminently successful in producing 
housing at lower costs. 

12. Home ownership is an important factor in any urban renewal 
program. There are great advantages in having a variety of types 
of housing available in urban renewal areas. This is particularly im- 
portant when cooperative housing provides a way to provide better 
housing at lower cost so as to reach middle-income families. Due to 
its lower monthly charges, cooperative housing can also help in serving 
displaced families. 

We recommend an amendment under which FNMA is authorized 
to use urban renewal special assistance funds to purchase mortgages 
of cooperatives on section 213 housing in urban renewal areas, just as it 
purchases mortgages on section 220 rental projects located in urban 
renewal areas. 

13. The Federal National Mortgage Association should be permitted 
to purchase cooperative mortgages under its special assistance fund 
when they are in an amount, per unit, equal to the mortgage amounts 
which FHA may insure. This would take the place of the present 
ceiling of $15,000 per unit on FNMA purchases of cooperative mort- 
gages, Which is at variance with the mortgage amounts per unit which 
FHA may insure. On consumer cooperatives where housing is pro- 
duced in response to the needs of the consumer, this amendment is 
necessary to take care of larger families and to provide housing in 
high-cost areas. 

14. Another amendment was described earlier in this presentation, 
and is designed to correct a technical deficiency in the Emergency 
Housing Act of 1958. Under that act FNMA special assistance funds 
were available for the purchase of mortgages up to a face amount of 
$13,500. This provision was interpreted as excluding cooperative 
housing projects even though the average unit cost would qualify as 
being less than $13,500 because the total amount of a blanket mort- 
gage would be a higher figure. This amendment would authorize 
FNMA to purchase mortgages on cooperative housing projects where 
the amount of mortgage is $13,500 per unit or less. 


Cc. COLLEGE HOUSING AMENDMENT 


15. We recommend a final amendment which would apply to the 
College Housing Act. This would authorize the college housing sec- 
tion of HHFA to make loans for housing for college students through 
student cooperative associations. Adequate provision would be made 
to provide for transfer of ownership of such housing to the college or 
university at which the cooperative is located in case of default. The 
25-year successful experience of the student cooperatives on many 
campuses provides adequate assurance that the loans will be repaid on 
schedule. The student cooperatives through their self-help form of 
management make it possible for students to secure housing at lower 
cost than through any other program. This also encourages self- 
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sufficiency and independence on the part of the students and is con- 
sidered by many university administrators as an excellent part of the 
educational program of the institution. 


III. NEED FOR NEW COOPERATIVE HOUSING STUDY IN EUROPE BY 
CONGRESSIONAL COMMITTEE 


It is just 10 years since the Congress authorized a study of the 

- problems involved in middle-income housing. In connection with this 

study, subcommittees of the Banking and Currency Committees, in 

both the Senate and the House, went to Europe to study middle-income 

and cooperative housing. The committees were particularly impressed 

with the accomplishments of cooperative housing in the Scandinavian 
countries. 

America is almost as far from solving its middle-income-housing 
problem today as it was 10 years ago, in spite of the valiant efforts 
that have been made through section 213 and other programs in this 
general field. 

We recommend and strongly urge that similar committees be author- 
ized to make a study of the middle-income-housing problem at the 
close of this session of the Congress, and that an on-the-spot survey 
be made to see what has been accomplished in these past 10 years and 
to bring the experience of those countries to bear on this very impor- 
tant problem in our country. 


IV. ADVANTAGES OF COOPERATIVE HOUSING AND CONCLUSION 


It is important to point out the basic reasons why it is possible to 
build better housing for less money under the cooperative housing 
program. 

1. Cooperative housing is the only way to provide homeownership 
in areas where single-family homes are not possible and where apart- 
ments or multiple housing must be built. It is the only effective pro- 
gram to bring homeownership to individuals in many of our great 
metropolitan areas. 

2. The 414 percent interest rate now provided under the manage- 
ment-type program is slightly lower than that used in other FHA 
and in conventional housing. This is due to the fact that blanket 
mortgages and large-scale operation reduce servicing costs for the 
financial institutions. The lower interest rate reduces monthly 
charges for consumers. 

3. The longer period of amortization under the program—up to 40 
years—makes it possible to provide the consumer with a lower 
monthly payment to repay the costs of developing the project. 

4. Cooperative projects are owned and operated for the benefit of 
the soulliken of a nonprofit basis. There is a substantial reduction in 
monthly charges in a cooperative through the elimination of the 
profit which is normally included as part of rent. 

5. There are generally no vacancy and collection losses on coopera- 
tives where people make a downpayment and have a financial stake 
in the property. As cooperative owners, they remain in occupancy 
over long periods of time. Cooperatives do not have the instability 
and turnover of rental housing. When any collection or vacancy 
losses arise, this is first charged against the downpayment of the 
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member, so that the cooperative itself does not suffer a loss. The 
absence of vacancy and collection losses means that it is not neces- 
sary for a cooperative to include in the monthly charges the 7 percent 
allowance on rental housing. In contrast, there is only a 3 percent 
operating reserve which is normally included in monthly charges in 
a cooperative. 

6. Self-maintenance by the owners of cooperatives is a further 
factor contributing to economy and lower monthly charges. As 
owners, members of the cooperatives provide a much higher degree 
of care their for dwellings than in rental projects, which reduces op- 
erating costs. 

7. Through a cooperative, the physical character and appearance 
of the entire neighborhood can be maintained. The cooperative has 
the responsibility for maintaining exteriors of buildings, which pro- 
vides this continuing neighborhood protection. 

8. There is the psychological reward of home ownership, and the 
spirit of cooperating, which produces community benefits. The coop- 
erative activities of members in housing lead to other joint efforts for 
community benefit. These include cooperative nursery schools, teen- 
age clubs, recreational and educational activities, all of which enrich 
the lives of the people and promote a wholesome environment for 
families with children. 

As a result of the foregoing savings a cooperative can provide hous- 
ing at monthly charges which are 20 to 25 percent less than the amounts 
paid for comparable rental housing. 

In conclusion, it is our sincere belief that the amendments recom- 
mended will strengthen the cooperative housing program under the 
FHA and will do a great deal to bring more new housing to people in 
middle-income brackets, without cost of any kind to the Federal 
Government. 

Senator SpAaRKMAN. Do you have some associates that you want to 
bring around the table with you? 

Mr. Campse... I think that will come as soon as I have finished. 
Then they will come up. 

Because you are pressed for time, Mr. Senator and members of the 
committee, I will just hit the highlights of the statement. 

First, we want to congratulate the committee for doing a wonder- 
ful job last year on the emergency housing bill. This, we feel, was 
responsible for turning the corner on our economy and also providing 
pang for a great number of people who otherwise would not have 

d it. 

This year we feel there is still a need for a dynamic housing pro- 
gram not only to meet the needs of the consumer but also to serve the 
eonomy in building an expanding housing market. 

There are several important needs that must be kept in mind. There 
are still 15 million people living in substandard houses. We are not 
catching up on that backlog of slums, even with our current program. 

The Cooperative League supports the general recommendations 
made by the National Housing Conference and the AFL-CIO on the 
overall housing program. 

irst, we recommend a $600 million a year urban renewal program 

for 5 years; second, reauthorization of the public housing units 

which were originally authorized in the Wagner-Ellender-Taft bill. 
85482—59——20 
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Third, to extend the program of FNMA advance commitment authori- 
zation by $1 billion as in the emergency housing bill last year. In that 
connection we urge one amendment—that is to provide that coopera- 
tive housing be authorized as part of that program. Through an 
oversight cooperative housing was eliminated last year. <A simple 
amendment should authorize $13,500 per unit. Thus cooperative 
housing could be built under the $13,500 per unit authorized in the 
emergency housing program even though the blanket mortgage may 
include a large number of units. 

Further, we favor an extension of the college housing program 
with authorization for student cooperatives to build under the 
program. 

Fifth, an expansion of the Ellender housing program as outlined in 
the Clark bill. 

And sixth, an adequate program for direct loans for housing for 
the elderly and displaced persons who are displaced by the highway 
and urban renewal programs. 

We would like now to get directly to the cooperative housing pro- 
gram. We feel that it is important to point out that this was started 
as a compromise program. It has now become the third largest pro- 
gram in FHA. More than 50,000 units have been built under the 
program with over half a billion dollars worth of mortgage in- 
surance outstanding. ‘The Federal Government has made $8 million 
clear on this program since it started in 1950. This is not a subsidized 
program but actually earns money for the Federal Government. 

Senator SparkmMan. Mr. Campbell, let me ask you a question. I 
notice in your statement you say that projects under this section 2138 
have been built in 38 of the 49 States. 

Mr. Campsety. That is right. 

Senator SparKMAN. Could you put in the record a list of the States 
showing the number of units that are built and then you say that they 
are planned in 124 additional communities ? 

Mr. Camppe.L. Yes. 

Senator Sparkman. Could you put a table in giving us that 
information ? 

Mr. Campset.. I will be very happy to do that. 

One other thing I think could be done, Mr. Senator, is that there 
are builders in the room who are building under the cooperative hous- 
ing program in quite a number of those States who can testify as to 
what they are doing and how they are doing it. 

Senator SparKMAN. The trouble is we do not have time to take in- 
dividual testimony that we would like to have. We can incorporate 
any statements that might be submitted. 

Let me ask you another question because this has been a matter of 
some concern to me. Section 213 as originally written provided only 
for the consumer-type cooperative, I believe, it was later that we added 
the promotional type, was it not ? 

Mr. Campsetu. No; those are all in the original bill. 

Senator SparkMAN. In the original bill, but we did add some legis- 
lation to it later that gave it a considerable push. 

Mr. Campsett. Yes. 
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Senator Sparkman. And as I understand, a great part of this pro- 
gram has been what I called the promotional type; I think you call it 
the sponsor, builder-sponsor type. 

Mr. Campse.u. There are three types under the program, the man- 
agement type which is a continuing cooperative; the sales type which 
is a cooperative in the construction and acquisition of the homes; and 
the third is the investor-sponsor. 

Actually, the management type is responsible for the majority of 
the housing built under the program over these last 9 years. 

Senator SpaRKMAN. The management type. 

Mr. Campsetu. That is the continuing cooperative with the people 
retaining ownership and management and operation of the program 
throughout. 

Senator SparKMAN. Are they owners from the beginning; do they 
sign up before the building is started ? 

Mr. Campsett. That is right. 

Senator SparkMAN. And that is the largest part of the program? 

Mr. Campse.u. That is correct. Now, about 40 percent of the pro- 
gram is what is called the builder-sponsored projects, those are ones 
in which the builder takes the initiative. 

Senator SparKMAN. He takes the sole responsibility for it and 
takes the risk of selling the units, too ? 

Mr. Camppetyt. The majority of the units, under the present regu- 
lations, must be sold to the people who have signed up before con- 
struction is undertaken. So these are not phony cooperatives, they are 
cooperatives in which the builder takes the initiative but they wind 
up with the consumers actually buying the homes and having their 
own cooperative. 

Senator SparKMAN. You have more or less answered the question 
I wanted to ask, really a two-barreled question. One was are all of 
these types genuinely cooperative 

Mr. Campsetu. There is a difference of degree in the participation 
of the consumers. In some the consumers initiate the program and in 
others the builders initiate the program, but they must be coopera- 
tives throughout. One of the very important amendments we are ask- 
ing for, Mr. Chairman, is that in the sales type program that we are 
able to build community and recreation facilities so that this will 
continue to be a cooperative after the people move in. 

Senator Sparkman. I was just asking, Mr. Campbell, if my recollec- 
tion was correct that the administration is recommending that, too, 
isn’t it, or is it in a different form ? 

Mr. Campsett. The Administration is recommending it only to a 
limited degree. Actually, the FHA is in favor of this but only part 
of it got through the Bureau of the Budget. But I think you will 
find that this will have the support of F HA once it gets in operation. 

Senator SparkMAN. Are you satisfied with the three types of co- 
operatives under section 213? 

Mr. Campsett. Yes. My own organization, the Cooperative League 
of U.S.A. in taking the initiative in furthering the consumer sponsored 
program. That is our position. However, we feel that even though 
the builder-sponsored program is not as complete a cooperative as are 
the ones that we have undertaken, that they are saving the consumers 
at least 20 percent of the costs of housing; they get the consumer a 
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better house for less money than under any other program that is 
currently available, ! 

Now we can spell out for you the seven or eight basic reasons for 
these savings. 

Senator SparkMAN. That is all right, it is already in there. I 
wish time permitted us to engage in further discussion. Of course, 
as you know, I have been greatly interested in section 213 from the 
very beginning because as you point out in your statement, it was a 
compromise that came from the ashes of the comprehensive bill that 
I sponsored seeking to obtain middle income housing back in 1950, if 
I remember. 

Mr. Camesetu. It was just 10 years since you made the first study 
of middle income housing in Europe and brought back your recom- 
mendations which 9 years ago were fought out on the floor of the 
House and Senate and came within just an ace of being adopted. I 
would like to suggest that after the omnibus housing bill is finished 
this year that the committee might want to turn some attention to 
this huge middle income housing need which is important so that 
legislation could be introduced at the coming session, in 1960, to meet 
that middle income housing need. 

Senator SparkKMAN. It is a tremendous need. 

Thank you very much. 

Mr. Campsetit. Mr. Senator, I think that all of the amendments 
that we have proposed are spelled out in detail in our full statement. 
Most of them actually are designed to put the cooperative program 
in a direct relationship with the other parts of the FHA program. 
We are not asking for special privileges. This will actually be in 
the interest of the Government and the interest of the consumers as 
a whole. 

Thank you very much. 

Senator Sparkman. Thank you very much. 

The next witness will be Mr. Winslow Carlton, president of the 
Foundation for Cooperative Housing. While Mr. Carlton is coming 
around I submit for the record a letter directed to Senator Fulbright, 
the chairman of the full committee, from Senator Alan Bible regard- 
ing certain provisions in the legislation in which he is interested; 
a letter from Mr. Albert J. Robertson, Chairman of the Federal Home 
Loan Bank Board in response to our invitation to the Board to appear 
and testify in these hearings; and a similar letter from the Comp- 
troller General of the United States, Mr. Campbell; also a letter from 
the Honorable Samuel Resnic, mayor of the city of Holyoke, Mass., 
regarding some phases of the legislation in which he is interested. 

(The letters referred to follow :) 

UniTep States SENATE, 
COMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 


January 20, 1959. 
Hon. J. W. Fursricnut, 


Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


Dear Mr. CuarrMAN: In view of your committee’s wish that testimony during 
the hearings on the omnibus housing bill, 8. 57, be confined primarily to new pro- 
posals, I am submitting this letter in support of two sections of the bill, instead of 
requesting the opportunity to appear to testify, and I ask that this letter be 
made a part of the record of the hearings. 
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The language of the two sections to which I address myself was originally 
introduced by me in the last session and was included in the omnibus housing 
pill of 1958 by the action of this committee, as you know. Also, Mr. Chairman, 
I have reintroduced this legislation in this session, and you have the two bills— 
§. 271 and S. 272—before you now. 

Section 314 of S. 57 is designed to correct an inequity. In 1957, you recall, 
the Urban Renewal Administration ran short of authorization and had to 
resort to rationing. The result was that many localities, after spending con- 
siderable time and effort in preparing applications, were turned down, or their 
applications were deferred, which worked a real hardship on many communities. 

For example, the city of Reno, Nev., originally filed an application with the 
regional office of the Urban Renewal Administration on March 15, 1957. Be- 
cause of minor technicalities, this application was returned. The corrected 
application was filed July 16, 1957. The allocation order by the Urban Renewal 
Administration in Washington was finally signed on August 22. 

As part of the redevelopment, a school was to be built to serve the urban re- 
newal area, and the.city expected to count the cost of the school as a noncash 
grant-in-aid in making up its share of the urban renewal costs. Because of the 
short construction season in Reno, it was absolutely essential that the founda- 
tion for the construction of the school be started in the summer months. The 
school was badly needed, and the local city officials had no choice but to pro- 
ceed with laying the foundation regardless of the acceptance of the urban 
renewal application. 

Ground was broken on July 13, which was a date prior to the time the ap- 
plication was approved by the Urban Renewal Administration. The adminis- 
trative rule is that a noncash grant-in-aid is not allowed if construction of the 
facility—in this case the school—commenced before an application received 
Federal recognition; but Federal recognition cannot be given if funds are not 
available. 

Mr. Chairman, the city acted in good faith, and had a clear understanding 
with Federal officials about the necessity of starting the school during the sum- 
mer months. The city should not be penalized because of a technical error in 
the application, and because the Urban Renewal Administration was short of 
funds. The Administration officials agreed with me, but felt they had no choice 
but to deny Reno’s request because of a technicality in the law. 

The second section in S. 57 to which I address this letter is section 315, which 
would amend section 701 of the Housing Act of 1954. As you know, that section 
of the 1954 act was written to provide urban planning assistance to cities and 
other municipalities having populations of less than 25,000. The Administra- 
tion has interpreted the word “municipality” as meaning an incorporated city. 
Consequently, some cities of less than 25,000 which are not incorporated have 
been denied the use of this program. 

I believe this is an unfair interpretation of the intent of the Congress when 
the bill was passed. The purpose was to provide assistance to small commu- 
nities undergoing expansion and requiring planning studies to help them with 
their problems. There are thousands of such small communities in this Nation 
which are not now eligible under the act but which have just as serious prob- 
lems as incorporated places now covered by the act. Section 315 of S. 57 would 
permit the benefits of the program to any group of adjacent small communities, 
even though unincorporated, which have a common or related renewal program 
* resulting from rapid urbanization. 

It is my hope that your committee will again approve the language in these 


two sections, and that the sections will be retained in the bill when it is re 
ported to the Senate. 


Cordially, ‘ = 
LAN BIBLE. 


FEDERAL HoME LOAN BANK BOARD, 


Washington, D.C., January 21, 1959. 
Hon. JoHN SPARKMAN, 


Chairman, Subcommittee on Housing, Committee on Banking and Currency, U.S. 
Senate, Washington, D. C. 
DeaR Mr. CHAIRMAN: Thank you for your letter of January 14, 1959, in 


which you advise of the hearings on housing legislation beginning Thursday, 
January 22. 
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The Board appreciates the committee’s willingness to receive its views on this 
important legislation. However, since it deals with matters outside our juris- 
diction, we are not requesting permission to testify at the hearings. 

Should the committee later feel that the Board’s views with respect to any 
of these matters would be beneficial, we shall be glad to have you let us know. 

Messrs. Dixon and Hallahan join me in sending best wishes. 

Sincerely, 
ALBERT J. ROBERTSON, Chairman. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 21, 1959. 
Hon. JOHN SPARKMAN, 
Chairman, Subcommittee on Housing, 
US. Senate. 


Dear Mr. CHAIRMAN: We wish to thank you for your letter of January 14, 
1959, offering us an opportunity to testify on housing legislation which will be 
considered at hearings beginning January 22. 

The chairman of the Senate Committee on Banking and Currency has re- 
quested that we submit a report on S. 57 which apparently is the main bill that 
will be discussed during the hearings. The opportunity to appear before your 
subcommittee is appreciated ; however, since our views will be fully set forth in 
the report on that bill we do not feel that our testifying at the hearings would 
serve any useful purpose. When our report on 8. 57 is completed we will be 
glad to furnish you a copy thereof. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Ciry oF HoLyoKe, Mass., January 16, 1959. 
Hon. JoHN J. SPARKMAN, 
U.S. Senate, Washington, D.C. 


Deak SENATOR: My attention has been called to the fact that a hearing 
is to be held by your Subcommittee on Housing concerning S. 57 on Tuesday, 
January 27. I should like very much to attend that hearing in support of your 
legislation but due to prior commitments it will be impossible for me to do so. 

Will you therefore please record me as being heartily in favor of S. 57. 

The city of Holyoke embarked on a program of urban renewal and urban 
redevelopment several months ago and a workable program is now being com- 
pleted for submission to the proper authorities for an advance-plan grant. 
Under the present circumstances it probably would be a long time before we 
would be given consideration, due to the lack of sufficient funds to meet the 
many applications now on file. We feel that making sufficient funds available 
to carry out this program is of tremendous importance to our community as it 
must be to so many other communities throughout the Nation. I am sure that 
you have the support of all farsighted and public-spirited citizens. 

I am forwarding a copy of this letter to Senators Fulbright, Kennedy, and 


Saltonstall, and to the Congressman Silvio Conte, who represents us in the 
Congress. 


With best wishes, I am, 
Very truly yours, 


SAMUEL REsNIc, Mayor. 
Senator Sparkman. Mr. Carlton, we are glad to have you and we 
have your statement. You proceed in your own way. I will call 
your attention to the fact that it is getting rather late. 
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STATEMENT OF WINSLOW CARLTON, PRESIDENT, FOUNDATION 
FOR COOPERATIVE HOUSING 


Mr. Carton. I am well aware of that, Senator; that is right. 

I would like to start by saying this is a matter I consider a great 
personal privilege to meet you even under these conditions because the 
work that we have been doing in cooperative housing under the aegis 
of the Foundation of Cooperative Housing is largely your work, 
basically. 

Senator SparKMAN. We are glad to have you, sir. 

Mr. Cartton. May I just briefly identify the organization and the 
kind of thing it does which is my reason for being here. 

The foundation is a group of people in New York who are devoted 
to the problems of housing and to cooperation as a means of solving 
some of those problems. The foundation deals with the ideas and 
wishes to acct the ideas as widely as possible among the public. In 
order to implement those ideas we have set up a wholly owned sub- 
sidiary organization called the FCH Co. which provides to — 
that want to engage in cooperative housing all of the technical skills 
and experience that are needed in order to do these various integral 
things. 

In particular, we think it is most important whatever the sponsor- 
ship or source of the cooperative, that the tenant owners, the resident 
owners be inducted into the management of the cooperative as early 
as possible. We teach them how actually to function as both social 
and business enterprise. This has taken a great deal of the time and 
effort of the foundation and its subsidiary company. 

As to the subject at hand, Senator, we are in complete support of 
the position taken by Mr. Campbell and the Cooperative League. I 
don’t need to bore you by going over these points again. 

I would like very much, however, to emphasize one point, and that 
is the authorization of FHA insurance of cooperative mortgages on 
the purchase of existing housing, housing that was not built to be 
cooperative but which for one reason or another now is coming on the 
market. We have ourselves had experience with a great variety of 
housing of converting such housing to cooperatives. They work very 
well, this is a means of providing good housing at low figures to 
pple of low and middle income and we think that this ought to be 

rought under the FHA program. 

Senator SparkMAN. Mr. Carlton, you referred to a saving of 20 
to25 percent. 

Mr. Cartton. Yes; Mr. Campbell did. 

Senator Sparkman. On what type of cooperative do you effect that 
kind of asaving ? 

Mr. Cartton. This, sir, generally is true of the cooperatives built 
under the provisions of section 213. 

Senator Sparkman. All three types? 

Mr. Caruron. All three types. Excuse me, with the possible excep- 
tion of the sales type cooperative which is merely built on a true and 
complete cooperative basis and then the individual houses are trans- 
ferred to individual ownership. I am not so sure about the savings 
under that arrangement. 
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Senator SparKMAN. By the way, according to our figures FNMA 
still has $37,400,000 for consumer type cooperatives under the special 
assistance program. Do you feel that additional funds are needed? 

Mr. Caruron. That is my understanding, sir. I believe that the 
fact is that only a part of the money that was authorized by the 
Congress has actually been released by the Bureau of the Budget 
which is partly responsible for the size of that sum. For another 
thing, we know in our own experience that there is a great deal of 
work being done, planning projects, that would quickly use up that 
sum. 

Senator SparKMAN. Thank you very much, Mr. Carlton. We 
certainly appreciate your presentation. 

Mr. Carttron. Thank you, sir. 

(The complete statement of Mr. Carlton follows :) 


STATEMENT OF WINSLOW CARLTON, PRESIDENT OF THE FOUNDATION FOR COOPERATIVE 
HovusiIne 


Mr. Chairman and members of the committee, I want to thank you for the 
opportunity to appear before you. I speak on behalf of the Foundation for 
Cooperative Housing, which is a nonprofit organization. 


A. GENERAL BENEFITS OF CONSUMER COOPERATIVE HOUSING 


1. The consumer cooperative housing program makes it possible for people to 
become homeowners of apartments or dwellings in housing developments where 
individual ownership is not feasible. 

2. Through a cooperative, the members are able to obtain housing of good 
quality which is designed to meet the needs of consumers. Since a cooperative 
operates without profit, it can provide housing at lower monthly costs to the 
members. 

3. To join a housing cooperative, people must make a downpayment. This 
gives them a financial stake in the enterprise. As owners with a financial stake, 
they take better care of property; also, they continue in permanent residence, 
without the usual turnover and vacancy and collection losses of rental projects. 

4. Cooperatives afford an opportunity to members for self-help and self- 
maintenance, particularly on the interiors of their dwellings and nonmechanical 
repairs. 

5. Cooperatives have attractive financing under FHA, with a 40-year amortiza- 
tion period and 4% percent interest, plus the one-half of 1 percent FHA insur- 
ance annually. 

6. As a result of these savings, the monthly charges in housing cooperatives 
are 20 to 25 percent below rents for comparable housing. This means that 
cooperative housing can serve families of moderate income. 

7. Residents are cooperative homeowners instead of tenants, with all of the 
psychological and spiritual benefits that result. There is a difference in the 
physical appearance of properties which are owned cooperatively. There is also 
a difference in the community activities and relationships among the residents. 
Cooperative efforts in housing invariably result in other cooperative activities. 
Recreational, social and educational activities are organized for children and 
adults, both outdoors and indoors. People become neighborly and work together 
to promote the welfare of their community. 

8. The cooperative housing program does not involve any cost to the Federal 
Government. In fact, I understand that the program of FHA insurance has 
produced twice as much premium and fees for FHA as the amount spent by 
FHA on the cooperative program. Cooperative mortgages insured by FHA have 
established the best repayment record. 


B. ROLE OF COOPERATIVES IN HOUSING PROGRAM 


Cooperatives can make the following major contributions to a comprehensive 
housing program: 

1. Cooperative housing achieves monthly charges within the reach of families 
of moderate income. Since cooperatives reduce monthly costs by 20 to 25 per- 
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cent below rental housing, these projects can serve an income group which is 
lower than the group served by comparable rental projects. 

2. Urban redevelopment should include cooperative home ownership along 
with rental housing. In renewal areas to be redeveloped on a high-density 
basis, new housing need not be limited to rental housing. It can include coopera- 
tives, with owner-occupancy of apartments and dwellings. This is desirable as 
a means of enabling homeownership in urban development areas; also, as a way 
to achieve lower monthly charges which can serve families of more moderate 
incomes than the rental projects currently being built in such redevelopment 
areas. 

3. By reason of the lower monthly charges in cooperatives, they can more 
effectively help to serve displaced families within the areas from which they 
were displaced. 

4. In addition to new construction, consumer cooperatives should be enabled 
to purchase existing housing, the FHA-insured financing. Such housing can be 
bought at substantially lower prices than new construction. After purchase, 
the monthly charges can be substantially reduced as a result of nonprofit opera- 
tions and other savings resulting from cooperative ownership. The acquisition 
of existing housing by cooperatives enables residents to become homeowners 
instead of tenants, besides enjoying the benefits of lower housing costs. 

5. This program for cooperative purchase of existing housing should include 
the purchase of properties acquired by the FHA Commissioner as a result of 
defaults On rental housing mortgages. Where a consumer cooperative desires 
to purchase such a project, it should be afforded a preference to buy at a price 
fixed by the Commissioner as fair market value. There have been many suc- 
cessful conversions of housing projects to cooperative ownership. The con- 
sumer cooperatives have improved the physical properties, stabilized occupancy, 
reduced monthly charges, and transformed the spirit and character of whole 
neighborhoods. 


C. PROPOSED AMENDMENTS ON COOPERATIVE HOUSING 


This committee is to be congratulated for its leadership in the adoption of 


cooperative housing legislation. Additional authorizations and amendments are 
necessary to continue the progress which is being made in the cooperative 
housing program. 

Mr. Wallace J. Campbell of the Cooperative League of the United States has 
presented these amendments. Our organization endorses and supports all of the 
amendments presented by Mr. Campbell. 

Without going into the details of the various amendments proposed by Mr. 
Campbell and supported by us, I wish to summarize briefly the major purposes 
of these amendments: 

1. Provide equal and nondiscriminatory treatment of cooperatives as com- 
pared with housing for sale or rental. This includes assurances that the mort- 
gage ratios and dollar amounts on cooperative housing shall be at least as 
favorable as those available to other programs. 

2. Authorize commercial facilities, along with community facilities, in coopera- 
tive projects to the extent that they are found necessary by FHA in order to 
serve a housing community which is to continue under cooperative ownership. 

3. Authorize FHA insurance of cooperative mortgages on the purchase of 
existing housing, just as such insurance is now available when an individual 
purchases an existing house. 

4. Permit cooperative projects to have the benefit of the same terms as rental 
housing projects built in urban redevelopment areas. This includes both the 
regulations of FHA and those of the Federal National Mortgage Association. It 
should be equally attractive to a builder to undertake a cooperative project in a 
redevelopment area as it is to build a rental project, insofar as concerns the 
amount of allowable profit on construction and the availability ef FNMA funds 
to purchase the mortgage. 

5. Provide additional funds to FNMA under its special assistance functions 
for the purchase of mortgages of consumer cooperatives. When a consumer 
cooperative, or an investor building for them, spends the time and money in 
initiating a project, they must have the assurance that mortgage financing will 
be available at the time that the project will be ready for construction. FNMA 
can now provide an advance commitment to finance such projects. Under the 
Sparkman bill, FNMA can purchase these mortgages of a cooperative at par. 
However, additional funds are needed; otherwise, this consumer cooperative 
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program will be stopped. We strongly recommend the amendment proposed 
by the Cooperative League for a 5-year authorization to FNMA in the amount 
of $100 million per year. This will make it possible for cooperatives to plan 


in advance, over a period of time, so that we may have an orderly and continuing . 


program of cooperative housing to serve families of moderate incomes. 

We strongly urge that all of the cooperative amendments be adopted, so that 
the cooperative housing program can continue to make its vital contribution 
of providing housing for families of moderate incomes. 

Senator Sparkman. Mr. John Long, president of the Cooperative 
Builders of America. 

Mr. Long, will you come around ? 

Mr. Long, will you identify the gentlemen who accompany you and 
also any further identification you make like ? 


STATEMENT OF JOHN F. LONG, PRESIDENT, ACCOMPANIED BY 
JOHN A. MURPHY, GENERAL COUNSEL, COOPERATIVE HOUSING 
BUILDERS OF AMERICA; ALFRED D. STALFORD, BEVERLY HILLS, 
CALIF.; AND BERNARD G. WALPIN, MUTUAL HOUSING SPONSORS, 
INC., AND COORDINATING COUNCIL OF 213 COOPERATIVES 


Mr. Murruy. Mr. Chairman, my name is John A. Murphy. 

Senator SparKMAN. I have John Long. 

Mr. Murpuy. I am going to present John Long in just a few min- 
utes. I would like to make a few prelimmary remarks and have Mr. 
Long to make a few comments on the proposal we have to submit. 

The Cooperative Housing Builders of America, I might say, mem- 
bership consists of approximately 25 of the major cooperative hous- 


ing builders in America. In the past year they have built some $250 
million of housing. We have prepared through Mr. Long a statement 
which has been submitted to the committee. However, we would 
like to merely urge one or two of the proposals that we have set 
forth therein. We have set forth seven proposals which we feel 
would materially assist the section 213 program. Two of these we 
feel are absolutely essential in the continued development and opera- 
tion of the program. 

The group feels that the section 213 program with the FHA has 
afforded an excellent vehicle to bring to the ultimate consumer a better 
quality house for less money and has resulted in the developmnt of 
modern community developments. 

Mr. Long, as you probably are well aware has received national 
recognition probably more than any other builder in America, by 
reason of what he has been able to accomplish under the 213 program 
in Phoenix, Ariz. Among the proposals that we are urging to your 
committee and to this Congress is first that the community facility 
feature of the 213 program be extended to the sales type cooperative. 

We also are urging in order to carry this out effectively that the 
authorization for FNMA to purchase at par not less than $100 million 
per year for all types of 213 programs for the next 5 years. I am 
going to ask Mr. Stalford in a few minutes, who is an experienced 
mortgage banker, to just briefly discuss that phase of the program with 
you and the necessity for it. In the meantime, however, I would like 
to call upon Mr. Long to give you a few of the reasons why we feel it 18 
so extremely important that the community facility features be 
extended to the sales type co-ops. 
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Mr. Lone. Mr. Chairman, I have a few diagrams here that we pro- 
pose for community facilities. This comprises a 160-acre plat. The 
community park is in each 40-acre piece, so that homes are backed up 
to this area, it isa small walking distance for the children to go—— 

Senator SparkMAN. How many homes would you get on a 40-acre 
plot ¢ 
; Mr. Lone. On this one here—with this type of layout we will have 
approximately 125 homes. 

Senator SparKMAN. About three to an acre? 

Mr. Lone. Yes. Then each home in that group would support this 
area here. 

Now, for the middle income group we have another layout of 160 
acres with approximately 550 homes in it supporting the park in the 
center which would be lower monthly cost to the individual home- 
owner. 

We feel that as more housing is moving into the suburban areas and 
there is no facility at all for the recreational needs of the homeowners, 
this will help eliminate the need for urban renewal in years to come. 
And it will cut down on the crime rate. 

Senator SparKMAN. Are you familiar with the provisions in my bill 
relating to this? 

Mr. Lone. Yes; I believe Lam. 

Senator SparKMAN. Do they meet your recommendations ? 

Mr. Lone. Yes; they do. 

Senator Sparkman. Of course you know the Senate has already 
approved that. I have every reason to believe that we will approve it 
again. 

Mr. Lone. In our development we have set aside parks, recreational 
facilities, but we have not been able to put the full amount that is 
really needed. 

I might add that we won the national award from the National Asso- 
ciation of Home Builders for community planning and this project 
was started with section 213 housing. 

Senator SparKMAN. That is interesting. 

Mr. Murpuy. Now, Mr. Chairman, Senator Sparkman, in connec- 
tion with the need of getting this program rolling I would like to 
call on Mr. Stalford, of the Institutional Mortgage Co. of New York 
to make a few comments on the need of FNMA assistance for the 
program. 

Mr. Sratrorp. Mr. Chairman, I am president of the Institutional 
Mortgage Co. of Beverly Hills, Calif., with offices in San Francisco, 
_ and Miami, and a mortgage sales office located in New York 

ity. 

I venture to say that we are perhaps one of the largest mortgage 
originators of section 213 loans in the country. We have been one 
of the leaders and proponents in this program. We currently are 
servicing in excess of $200 million in Government insured and guaran- 
teed mortgages. We feel we are well informed in the 213 features 
of the program not limited to one area of the country, but from the 
East to the West and the North to the South. 

One of the misconceptions, through this testimony we would like to 
clear up, is the fact that FNMA has not served as the crutch and the 
only means by which section 213 financing has been available. The 
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record will show that FNMA’s participation in the purchase of see- 
tion 213 mortgages has amounted to less than 23 percent of the total 
mortgages already insured under this program. 

We have been instrumental through an education program in dealin, 
with national lenders and investors in mortgages around the country 
in introducing them to the features and advantages of the ownership 
of section 213 mortgages and I might say that as each year has gone 
- by we have been quite successful in increasing the list of banks and 
insurance companies that now include these mortgages in their port- 
folios and I might add that we have yet to find one institution say 
they regretted their purchase but rather looked for more purchases 
of these types of loans. 

And the point that I am making is that we have needed the assistance 
of FNMA to help us through the tight money periods just as special 
assistance program No. 10 was needed last year to help out in the 
purchase of FHA 203 and VA 501 loans; that we like to see a stabiliza- 
tion of our mortgage market, aud unfortunately the Federal Govern- 
ment policies on tight money have from time to time made all types 
of mortgages difficult to place in the secondary market, and that is 
why we seek the aid of FNMA through an additional appropriation 
as requested in our summary for the 213 program. 

In other words, an enlargement of the special assistance program 
No. 6. 

Senator SparKMAN. How much? 

Mr. Sratrorp. We are asking, sir, for $100 million per year on 
a cumulative basis in which we ask that 50 percent be set aside for 
builder sponsored and 50 percent for the consumer type sponsored. 

It. is interesting to note, sir, that in spite of the feeling that FNMA 
has served as this crutch that I referred to, there has from time to time 
been FNMA money becoming available through the purchase of 213 
loans out of FNMA’s portfolio to the extent that as of yesterday there 
was still a balance of approximately $300,000 in the fund. The fund 
is being utilized. By next week we believe that fund will be ex- 
hausted; through a purchase of loans out of the fund more money 
will become available. It is through this revolving use of the fund 
that FNMA has served as an important aid to us. 

Senator Sparkman. What point are you talking about, $300,000? 

Mr. Sratrorp. J am referring now under special assistance pro- 
gram No. 6 that money is devoted to builder sponsored. We under- 
stand that there is approximately $17 million left in the consumer 
type sponsored fund. 

Senator SparKMAN. You mean there is only $300,000 left in the 
fund ? 

Mr. Sratrorp. Right. As of right now; and that fund has been 
going up and down by within a million or two from week to week. 

Senator Sparkman. In other words, it is revolving? 

Mr. Srarrorp. It is revolving and it is serving the very purpose 
that we believe Congress intended. I must add that we have certainly 
found a wide reception to the purchase of 213 mortgages by savings 
and loans, savings and commercial banks, and life insurance com- 
panies around the country. 

Senator Sparkman. Is that because of the bulk—is it a package 
series that is done? 


Mr. 
Sen: 
Mr. 
ual ty) 
sectiol 
as the 
their i 
Ano 
Sen: 
asa d 
year 1 
makin 
mortg 
think 
Mr. 
state 1 
year | 
perien 
marke 
of oth 
have s 
on las 
We 
sistan 
perio 
rates | 
Sen 
Mr. 
FNM 
have 
esting 
of th 
has si 
not ¢ 
avail: 





HOUSING ACT OF 1959 309 


Mr. Statrorp. No, sir; not necessarily. 

Senator SPARKMAN. What makes it attractive / 

Mr. Sratrorp. Under the sales type where we end up with individ- 
ual type mortgages the ownership of the loan is ee to an FHA 
section 208 or VA section 501 loan in the investor’s portfolio as far 
as their cost of ownership of that loan and maintenance of it within 
their institution. 

Another thing we would like to bring out-—— 

Senator SparKMAN. Before you get away from that, may I ask, 
as a digression, you referred to the special assistance of FNMA last 
year in the emergency housing fund. There is some agitation for 
making another billion dollars available to FNMA for part purchase 
mortgages on houses costing not more than $13,500. What do you 
think of that ¢ 

Mr. Sraurorp. If I may answer that in two parts, sir, let me first 
state that the $1 billion that had been authorized by Congress last 
year in my opinion served an extremely useful purpose. We ex- 
perienced in the beginning of last year an exceptionally tight money 
market where we feel that the housing program suffered as a result 
of other governmental action and movement of interest rates until we 
have seen an increasingly tight money situation grow as the year went 
on last vear. 

We feel that over this next year that the utilization of special as- 
sistance FNMA funds would again be desirable to help out in those 
periods when mortgages become unattractive at their current interest 
rates to the secondary lenders. 

Senator SparKMAN,. All right; go ahead with whatever you have. 

Mr. Sratrorp. The other point I wish to make, sir, is that the 
FNMA insurance fund at this time, according to the figures reported, 
have a surplus position of approximately $17 million and very inter- 
estingly have experienced a loss of less than $9,500 in a net operation 
of the section 213 program and this has been a program that we feel 
has served a great need in providing housing for people that could 
not otherwise afford it through the liberal terms that have been 
available and through the savings accomplished through this joint 
ownership of these 213 projects. 

Senator Sparkman. All right. 

Mr. Murreuy. Senator, I would like to just add one thing as to why 
mortgage companies have been buying up these section 213 mort- 
gages. I think one of the biggest inducements to them is the quality 
of the house, that is security for the mortgages that have been built 
as a result of the section 213 project. Not even on conventional mort- 
gages—I have talked to many eastern banks and savings and loan 
associations representatives who come to Arizona and take a look at 
John Long’s projects and they immediately will grab up any of the 
mortgages available for that project. That is the conventional end 
of the thing. 

I think that is true of any section 213 project I have seen in the 
country. The quality of the house, the development of the com- 
munity in the entire area is an attractive security for any mortgagee. 

In connection with your question to Mr. Campbell with reference to 
the types of the section 213 program and the sales-type cooperative 
as against the management-type cooperative, I thought it might be 
advisable to call Mr. Barnard G. Walpin who is a director of the 
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Mutual Housing Sponsors, Inc., to mention his experience where he 
has promoted and built up these cooperative corporations for manage- 
ment-type and his feelings how that can also be applicable to sales- 
type cooperatives with community facilities. 

Senator SparKMAN. I hope you can limit it to less than even a few 
minutes. I have an engagement in about 40 seconds, but I will waita 
little. 

Mr. Watrrn. Senator Sparkman, could I instead ask that I come 
back this afternoon ? 

Senator SparkMan. I would rather you go on now. 

Mr. Watrtin. I have a number of items. I represent Mutual Hous- 
ing Sponsors which is a consumer oriented group, and I am also speak- 
ing for the coordinating council of section 213 cooperatives which 
represents the existing cooperatives in the New York area and there 
were a number of points | wanted to cover in addition to the point 
referred to. 

Senator SparKMAN. Do you have a statement prepared ? 

Mr. Watrrn. I do not have. 

Senator SparkMan. Could you prepare a statement ? 

Mr. Watprrn. I could prepare one. If I could come back this after- 
noon on that phase, it would tie in I know with the first speaker this 
afternoon. 

Senator SparKMAN. We have nine witnesses this afternoon. 

Mr. Watrrin. I promise to talk fast. 

Senator SparKMAN. I wish you could prepare a statement and let 
us have it. I hate very much to be in a position of cutting you off, but 
that is just what we are up against. 

Mr. Watprrn. I will proceed with the information with the few 
minutes I can. 

Senator SparkMaANn. If you want to come back this afternoon—how 
much time would it take ¢ 

Mr. Watrrn. Ten minutes. 

Senator Sparkman. If you will be here promptly at 2 we will give 
you exactly 10 minutes but we will have to rap the gavel on you if you 
don’t because we have a terribly tight schedule this afternoon. 

Mr. Warr. I will do that, sir. 

Senator SparKMANn. I want to ask Mr. Long this question going back 
to those houses; What do you sell them for ? 

Mr. Lona. Here is a rendering of a house that we are selling for 
$8,975. 

Senator SpARKMAN. $8,975. 

Mr. Lone. That has just about 1,400 square feet under roof, includ- 
ing carport, three bedrooms, two baths. 

Senator Sparkman. How much would it be without the carport? 

Mr. Lone. A little over 1,100 feet—1,150, something like that. 

Senator SparkMAN. And you sell that for $8,975 ? 

Mr. Lona. Yes, sir. 

Senator SparKMAN. What do you have to pay for the land ? 

Mr. Lone. Our land is running about $3,000, $3,500 an acre. 

Senator Sparkman. You mean the lot on which the house is built? 

Mr. Lone. An acre; you mean per lot ? 

Senator SPARKMAN. Yes. 

Mr. Lona. They are running us about $1,500. That is with sewer, 
street lights, sidewalks, curbing, paving, complete. 
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Senator SpPARKMAN. I wish very much that we could put the picture 
of the house in the record but we cannot do that. 

Mr. Lone. I will be glad to leave it if you would like. 

Senator SparKMAN. Mr. Cash says if you will give us a picture 
we can put it in there. Do you have one that is available? We will 
try it, at least. 

‘Mr. Lone. I could get you one; this would be too large. 

Senator SparRKMAN. We don’t have much time; we are closing this 
record Wednesday. 

Mr. Lone. Could you use this ? 

Senator SpARKMAN. We will check with the printer. We will be 
glad to have any details because I think one of the great needs in this 
country is a lower cost housing, good housing at a lower price that 
the mass market can afford to buy. 

(The pictures referred to follow :) 


BED ROOM KITCHEN DINING STORAGE 


BED ROOM LIVING ROOM 


Shannon, plan No. 151, $8,975. John F. Long, Home Builders, Inc. 
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LIVING ROOM 


Ci 


Capri, plan No. 143b, $10,995. John F’. Long, Home Builders, Inc. 
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Copenhagen, plan No. 132b, $13,650. John F. Long, Home Builders, Inc. 


35482—59-——_21 





314 HOUSING ACT OF 1959 


Mr. Lone. Excuse me, sir, but that is one thing we have found on 
the section 213 program with the 40-year mortgage, there are more 
people that can qualify to buy than they could on the FHA 203. 

Senator SparKMAN. Now I want to ask a very fast question. These 
mortgages carry 41% pereent interest ; isn’t that correct ¢ 

Mr. Sratrorp. That is the project mortgage, sir. However, the 
individual sales type mortgage which is the result of the type of 
project that Mr. Long canceiee, ends up with a 5-percent interest 
rate. 

Senator SparKMAN. That is right, it is 414 percent, plus the half 
percent 

Mr. Sraurorp. No, sir; it is 414 percent where it is a blanket project 
mortgage covering several units, and it is 5-percent, plus the insurance 
in both instances, where it covers a single family residence, that would 
make it 5 plusa half mortgage insurance premium. 

Senator SparKMAN. Five anda half including the insurance ? 

Mr. Sratrorp. Correct, perhaps the statistic that you are looking 
for, sir, is the difference in monthly carrying charge on a section 213 
mortgage over a 40-year period with this reduced rate, it saves the 
consumers 80 cents per month per thousand dollars as compared with 
a like section 203 mortgage limited to 30 years at 514 percent. 

Senator SparkMAN. No; it is the other side of the picture I am 
trying to get some light on. Why do these mortgages move so well 
as you say when those with the higher interest on FHA mortgages 
may not’ Are there any discounts / 

Mr. Sratrorp. Yes, sir; there are discounts. 

Senator SparkMAN. How much? 

Mr. Sratrorp. Let me add that the discount is in keeping with the 
yield as resulting out of a 5-percent interest rate. The discount has 
varied across the country by sections and from time to time over the 
year. 

Senator Sparkman. What are they right now in this section of the 
country ¢ 

Mr. Sratrorp. In this section of the country on section 213 loans 
approximately 95 to 9514. 

Senator SparkMan. Is that in line pretty much with FHA, 5%! 

Mr. Sratrorp. Let us say that it is in direct line with the 514 on 
a proportionate yield basis. In other words, the 514 percent section 
203 loan will sell for 2 percent higher price. 

Senator SparRKMAN. Two points? 

Mr. Srarrorp. Reflecting the difference of a quarter cent rate. 

Senator SPARKMAN. Two points. 

Mr. Sratrorp. Two points, that is correct. Two percent on the 
amount of the mortgage. This 2 points, however, is made up through 
economies that a builder is able to effect under this section 213 pro- 
gram by the ability to presell his housing and reduce selling costs and 
at the same time offer these—— 

Senator Sparkman. You mean that the builder is better able to 
absorb the discounts under section 213 ? 

Mr. Sratrorp. Correct, sir. 

Senator Sparkman. Yes; I wish I had time to stay here and talk 
with you a long time, but I must go. I appreciate your appearance. 
You have helped us. We will look for you promptly at 2, Mr. Walpin. 





Mr. 
asks f 
evalus 
ing fo 

repa 
: Sen 

Mr. 

Tha 

(TI 


STATEM 


The : 
by Joh: 
ers of : 
coopera 
group | 
The ain 


nul 
4 
pro 

5 

hot 

In an 
lative | 
of the F 
We a 
proven 
and it « 
which a 
The i 


zation t 
groups | 
housing 
that the 

In the 
to mana 
cilities | 
Housing 
regard, 
together 


HOUSING ACT OF 1959 315 


Mr. Mureny. Senator, may I just ask this: One of our proposals 
asks for the removal of the statutory room count as a method of 
evaluating the mortgages. We would like to submit a proposed word- 
ing for an amendment to remove that which we have not had time to 
prepare but will doso in the nextdayorso. 

Senator SpaRKMAN. You prepare it and give it to our staff. 

Mr. Mourpuy. Fine. 

Thank you, sir. 

(The complete statement of Mr. Long follows :) 


STATEMENT OF JOHN F. LONG, PRESIDENT, COOPERATIVE HOUSING BUILDERS OF 
AMERICA om 


The following statement has been prepared and is submitted to the committee 
by John F. Long, as president and on behalf of the Cooperative Housing Build- 
ers of America, a nonprofit corporation, whose membership consists of the major 
cooperative housing builders in America. The membership of this specialized 
group has constructed in excess of $250 million of homes during the past year. 
The aims and purposes of this organization are to— 

1. Develop better quality houses at less cost to the homeowner and still 
provide a reasonable profit for the builder. 

2. To more fully develop and expand modern housing in the United States. 

3. To endeavor to make possible the acquisition of homes for the large 
number of citizens now deprived of the opportunity to purchase homes. 

4. To provide better community living in all new housing developments by 
providing community and recreational facilities. 

5. To assist in the urban-renewal program by carefully planning future 
housing projects so as to prevent an increased growth of blighted areas. 

In an endeavor to achieve these goals, we are submitting herein several legis- 
lative proposals which we believe are essential to the revival and development 
of the FHA 213 special assistance program. 

We are particularly interested in the 213 cooperative program because it has 
proven to be the most effective method of producing top quality, low-cost housing, 
and it offers benefits to the home buyer, the community and the general public 
which are manifold. 

The immediate and obvious benefits to the home buyer are as follows: 

1. Low monthly payments due to a 40-year mortgage and a low interest 
rate. 

2. Minimum equity requirements eliminating the necessity of renting 
shelter for extended periods of time while accruing required equity invest- 
ment, which often is difficult to accomplish because rental housing monthly 
obligations are usually 25 percent higher than ownership obligations. 

3. Lower acquisition cost because the builder is able to provide substantial 
savings through co-op unit planning, purchasing, construction, overhead, and 
operating methods. Experience has also proved that advertising and direct 
sales cost are lower when developing co-op projects. 


FIRST PROPOSAL 


The first and essential element of the program proposed herein is that authori- 
zation to build community and recreational facilities for individual co-ops, and 
groups of individual co-ops, should be extended on all types of the cooperative 
housing program under section 213 of the National Housing Act with provisions 
that the costs of said improvements be included in the mortgage. 

In the past such community facilities and commercial facilities were limited 
to management-type projects. We believe that community and recreational fa- 
cilities should be available to all programs under section 213 of the National 
Housing Act and that in addition to the provisions in the Senate bill in this 
regard, an additional provision should be made so that several co-ops can join 
together in operating and maintaining a common or joint community facility. 

The proposal, if expanded as suggested herein, would open an entirely new 
concept and era in the development of housing projects in America today. Com- 
munities all over America are being rapidly developed without any. provisions 
for recreational areas because the builders cannot afford to.donate such facili- 
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ties and the municipalities involved are not financially able to furnish them at 
the time they are needed. The result is that in most cases thickly populated 
and overbuilt subdivisions are being constructed. These areas, like their prede- 
cessors, can easily become eventually blighted areas, which to cure will add to 
the already tremendous cost of the urban renewal program of the U3, 
Government. 

Any legislation which will expand the development of community facilities 
will considerably lessen the burden on cities and towns in the matter of supply- 
ing adequate park and playground areas and will go a long way to prevent 
* the increase of blighted areas in the future, thereby avoiding the necessity of 

the expenditure of large sums of money for urban renewal programs. 

The development of community and recreational facilities in neighborhood 
areas will considerably reduce juvenile delinquency in that it will provide recrea- 
tional outlets under proper supervision for every child in the area served. An 
excellent example in this connection is the Maryvale community in Phoenix, 
Ariz. A 15-acre park was donated by the builder to the county, and, according 
to Captain Cappello, chief of the Maricopa County Juvenile Division, within 
7 months after completion of the park the juvenile delinquency in the area was 
decreased by 50 percent. A recent survey conducted by the National Recrea- 
tional Association in February of 1958 of communities of 10,000-people revealed 
that the juvenile crime rate was a direct ratio to the adequacy of parks and 
playgrounds in the various areas studied. In this survey, using a 100-percent 
crime ratio for an area without any park facilities, the survey disclosed that the 
juvenile crime rate dropped to less than 24 percent. From a cost standpoint 
alone, this represents a tremendous savings in governmental expenditures in 
police supervision and operation of correction homes, not to mention the savings 
in reducing property destruction. 

The actual costs of these community and recreational facilities when amor- 
tized over 40 years, represents a very small obligation to each member of a 
project. For example, a 30-unit project could be served by one 1l-acre park 
with swimming pool at a cost to each individual member of approximately 
$5.14 per month for retiring the indebtedness and maintaining the park. The 
cost to each member of a project could be materially reduced if several groups 
were to combine in supporting one common community park of an adequate 
size to fill the needs of the members. This type of program should be provided 
for the lower income group in less expensive homes. It is for this reason that 
we propose that the Senate amendment to the Housing Act of 1954 be broadened 
to permit two or more separate co-ops to jointly operate a community facility 
for its members. This program should be applicable to and would be adaptable 
to both management and sales type projects under section 213. 


SECOND PROPOSAL 


Considering the additional burden on the members of each co-op in main- 
taining their own private community or recreational facilities as proposed 
above, and in order to encourage this type of development for the beneficial 
and desirable results which can be realized, as stated above, we believe that 
the equity payment requirements for all those individuals purchasing homes 
under any 213 program should be made more attractive, than under the 208 
program where community facilities are not presently and cannot be provided. 
We believe and urge that because of the tremendous potential of this type of 
program that equity payments should not be required. We are convinced that 
it has always been the intent of Congress to encourage the development of 
houses under section 213. The Housing Act of 1954 does not require any 
equity payment under section 213 such as is required under section 208. Never- 
theless, a 3 percent equity payment is an administration requirement today 
under the 213 program. This is in addition to the 2 percent working capital 
requirement. 

We believe that if a builder, by reason of efficient organization and volume 
construction, is able to sell his homes to a buyer for the amount of the mortgage, 
that this savings should be passed on to the buyer. 


THIRD PROPOSAL 


The statutory room count for determining maximum mortgage percentages is 
a carryover from the old 608 program of the Federal Housing Administration. 
We believe this method of determining valuation to be antiquated and unrealistic. 
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Builders everywhere today are attempting to design and build houses based upon 
the room count to satisfy the FHA requirements rather than of designing and 
puilding houses which meet the modern day needs of the homeowner. 

We feel, notwithstanding the proposed increases in room count, that the proper 
way of evaluating the modern day house under a 213 program should be on the 
pasis of its replacement cost regardless of the number of rooms it contains as 
long as the design of the home efficiently and practically meets the needs of the 
homeowner. For example, under room count method now in effect, no allowance 
is made for a bath, not to mention any extra baths. As a result, we find builders 
everywhere having to omit the modern day requirement of a second or third 
bath. 

FOURTH PROPOSAL 


We heartily concur in the proposal contained in S. 57 authorizing the insurance 
of mortgages without requiring veteran participation not to exceed 97 percent 
of the amount which the Commissioner estimates will be the replacement cost 
of the project. 

FIFTH PROPOSAL 


Again, for the purpose of encouraging the construction of housing projects 
which provide adequate community and recreational facilities, we feel that the 
authoriaztion for FNMA to make advance commitments for the purchase of these 
types of mortgages should be increased by not less than $100 million per year, 
to be allocated to all types of 213 co-ops for the next five years. Many of the 
large 213 builders in America hoped at the time Congress passed the Emergency 
Housing Act last year, that all sections of title 2 of the Federal Housing Act 
would be treated alike under the authorization given to FNMA. It developed, 
however, that FNMA did not feel that they were authorized to include section 
213 mortgages under this authority even though the average mortgage per unit 
did not exceed $13,500. 

We feel that FNMA should again be required to purchase 213 mortgages at 
par which authority expired August 1958. FNMA special assistance funds in the 
past have served as an important aid in helping to stabilize the programing of 
cooperative projects during the recent fluctuating periods of tight money. We 
have experienced an ever increasing acceptance of 213 mortgages on the part 
of private lending institutions to the extent that a large number of life insurance 
companies, commercial and savings banks, and savings and loan associations now 
include 213 mortgages in their investment portfolios. Contrary to the opinion 
of many people, FNMA has not served as the main purchaser of 213 mortgages 
in that FNMA has purchased less than 23 percent of the total 213 mortgages 
insured. We believe that FNMA in the future will be an even lesser influence in 
the purchase of 213 mortgages as more and more private investors expand their 
familiarity with this type of mortgage investment, but FNMA funds will be 
needed during this education period. 


SIXTH PROPOSAL 


Under the present act the investor-sponsored program has been considerably 
retarded by reason of restrictions placed on the sales price of such housing 
projects to the cooperative. We can see no justification for the placing of any 
restrictions on the sale price of such projects to cooperatives. This is tanta- 
mount to price fixing. It is foreign to practically every other program of the 
Federal Housing Administration. We believe that this phase of the 213 section 
will be most important in the development of housing projects containing com- 
munity facilities but that it will become stymied if the restriction on sale prices 
is not removed. 


SEVENTH PROPOSAL 


One of the biggest obstacles to the 213 program under the Federal Housing 
Act has been the requirement of the Commissioner that 51 percent of the mem- 
bers of the co-op must be signed up and approved by the FHA prior to the time 
that the builder can start construction of the project. This rule has undoubtedly 
much merit as far as protecting the Federal Housing Administration where the 
builder is using insured advances or in other words where the Commissioner 
initially endorses the note prior to the start of construction. However, in those 
cases where the builder does his own financing and no obligation is incurred by 
the FHA until the project has been completed in accordance with the plans and 
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specifications as initially submitted by the builder and has been sold to a co. 
operative organization whose membership has been 100 percent approved by the 


Commissioner, then and in such case we feel strongly that no restrictions of any - 


kind should be placed upon the builder as to when he can or cannot start con- 
struction of the project. Such restrictions have and can only continue to 
increase the cost to the home buyer. It is only the builder who is risking his 
dollars under insurance upon completion. The FHA assumes and has no objli- 
gations or liability until such time as the builder has fully complied with all the 
terms and conditions of the commitment. 

Such a procedure would permit a builder to efficiently plan a construction pro- 
gram (at his own risk) and would result in the home buyer receiving a better 
quality home at far less cost. The builder would be acting, in a sense, in the 
same capacity as an investor-sponsor in a management type of co-op. In the 
event he was unable to sell the homes as a co-op, they would be converted to 203’s 
as some have done in the past. If the builder did not use insured advances the 
FHA would be taking no more risk than it takes with 203 conditional commit- 
ments, which, of course, is none. 

This 51 percent approval requirement so seriously disrupts and jeopardizes 
the planning and construction operations of any large-volume builder, that his 
continued participation in 213 projects is proving impractical and costly. 


CONCLUSION 


To effectively carry out the FHA 213 special assistance program, this associa- 
tion, with the practical and experienced background of its members, feels that 
the adoption of the seven above-mentioned proposals is essential; and that if 
these proposals are made effective by legislation and administrative rules and 
regulations of the Federal Housing Commissioner, a new and dynamic era in 
home construction in America will be realized. 

Senator SparKMAN. The committee stands in recess until 2 o’clock. 

(Thereupon, at 12:23 p.m., the committee was recessed, to reconvene 
at 2 p.m., this same date.) 


AFTERNOON SESSION 


Senator SparkMAN. The committee will be in order. 

I think we will proceed with the hearings. There is a quorum call 
going on in the Senate and some of the members will be a little late 
getting here but they will come in. 

Mr. Walpin, will you come forward please. 

We are glad to hear from you at this time. 


STATEMENT OF BERNARD G. WALPIN, MUTUAL HOUSING 
SPONSORS, INC., AND COORDINATING COUNCIL OF SECTION 213 
COOPERATIVES 


Mr. Watrin. Thank you, sir. 

My name is Bernard G. Walpin. I am from Forest Hills, N.Y. I 
represent in speaking here before the committee both Mutual Housing 
Sponsors, Inc., which is a consumer oriented, nonprofit group aimed 
at fostering, sponsoring, and servicing consumer cooperatives. I like- 
wise am speaking for the Coordinating Council of 213 cooperatives 
which comprises the representatives of the community councils of 
virtually all of the section 213 co-ops in the New York area, that is 
the existing co-ops. 

I am glad that my introduction came from the Co-op Home Builders 
of America because I feel that there are a great many of the favorable 
points of consumer cooperatives existing not only in the management 
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type with which my groups have been associated but also with the 
sales type which primarily is the work of the Cooperative Home 
Builders. 

The management type has grown from a seeming excuse originally 
for a better rental mortgage with no downpayment to what is now 
a successful and accepted program of true cooperation. 

The initial organizational corporate and financial bones of section 
913 co-ops in the management field have gradually filled out so that 
the flesh and blood of the social functions; social groupings, the eco- 
nomic dollars and cents savings, and the experiences in democratic 
living are now probably by far the most valuable asset of the consumer 
co-ops in the housing field. 

The success of the management-type co-op, section 213, is clearly 
shown by the fact that today it is my experience that more of the type 
of social activities which a good community needs, such as nursery 
schools, adult education, credit unions, and the like, are fostered by 
cooperative housing developments under 213 than any other grouping 
of homeowners or apartment owners, or apartment tenants. 

The democratic experiences which come from working for the elec- 
tion of officers of the cooperative, making decisions on the many details 
of the management of the co-op, have by their participation in them 
on the part of the cooperators created in these same cooperators a 
greater, willingness and a greater ability to participate in the demo- 
cratic aspects of the city, State, and Federal Government. And finally, 
and perhaps most important of all, the economic aspects of the co-ops, 
the benefits of the consumer co-ops, is perhaps most graphically shown 
by the fact that almost every existing section 213 co-op has closed 
waiting lists—not merely do they have waiting lists but the waiting 
lists are closed, and when an apartment does turn over it turns over 
with the purchaser generally paying a so-called late entry fee which 
sum goes 1n to the coffers of the cooperative, it does not become a profit 
to the seller, to the cooperator who is pulling out, and by going into 
the co-op’s coffers it becomes another facet of keeping the rents down. 
As a matter of fact, the experience of the section 213 co-ops is that 
there has been less of a rent-carrying charge rise in the section 213 
co-ops even than in the rent-controlled apartments in the city of New 
York. All of this testimony to the fact that the section 213 co-op 
helps to supply the need for middle-income housing. 

Another reason why these co-ops are able to keep their rents down 
to the middle-income level other than the fact that there is no return 
that has to be paid on equity, is the fact that this type of living fosters 
the type of joint purchasing, the use of the joint buying power of the 
cooperative in the cases of purchase of milk, in the cases of purchase 
of equipment that everyone needs, has not only, in our newer co-ops, 
brought in actual substantial payment, sometimes equivalent of 10 
percent of the rent, into the co-op corporation itself, in addition the 
members themselves are able to Sap tifag substantially cheaper so 
that their general living costs are thereby reduced. 

The sales-type cooperative, it is true, has a different corporation 
format in that the individuals own their own home after the initial 
creation of it, but the key to the success of the consumer co-ops of the 
management type is not the corporate structure but the fact that this 
joint ownership at the beginning, this basic group living that is 
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stressed by the fact that they are set up as part of the same corpora- 
tion causes them to go into these other community joint purchasij 
activities and the like, and that is the heart of the consumer co-op an 


that is why we feel that the sales type likewise deserves encouragement, ~ | 


I might say in answer to the question that was discussed a little 
bit atte about the variations in the type of co-op, the FHA ter- 
minology is basically a rather confusing thing and the words them- 
selves that they use, management type, sales type, investor sponsored, 
I think merely serve to confuse the issue. Basically each of these can 
become a true consumer co-op. The only basic difference in these 
different categories is in who initiated it at the outset. To the extent 
that the initiation comes from consumer oriented groups, to the extent 
that consumer oriented groups are there to help start the cooperators 
off properly, to give them the mechanics of working things out 
properly, of course, you have a better consumer co-op, but once it is 
turned over to the consumer co-op, whether by a builder or by a 
sponsoring group of good citizens, you have a true consumer co-op 
and, therefore, the whats program should be fostered. 

There is one very, very important point that I would like to make 
dealing basically with the management type and that is that we must 
keep paying attention to keeping the carrying charges down or we 
will fall outside of this middle income category, the rising costs of 
land, the rising costs of construction will reap havoc. 

I would say the most important recommendation is this: We can- 
not today in any of the large cities readily obtain for the manageemnt 
type co-op a mortgage from the regular lending institutions. Of 
necessity, therefore, if these new developments, consumer sponsored 
section 213’s, are to go ahead they have to have FNMA money. How- 
ever, at present although there is some little money left we cannot 
use that money. ‘The reason why we cannot use that money is because 
of the $15,000 ceiling on the FNMA special assistance section 213 
money. How, I know the purpose of that. The purpose of that is 
to make sure that we keep down to the type of housing that the 
middle income is truly middle income, but in our area where you 
have to build a high riser, fireproof apartment house, where the 
demand for cooperative apartments if basically from the larger 
families where we have to give them two and three bedrooms, you 
cannot get under that ceiling, and we request that the FHA’s own 
ceiling be utilized because otherwise either we do not get it all, we 
cannot produce it at all and get this mortgage money, or we have to 
warp the developments and in the end we are not building middle 
income housing. If we have to build way out in the suburbs, and 
we will not build fireproof, we are going to give them poorer con- 
struction which in the long run is higher maintenance cost, they 
have to pay the difference in rent by the traveling they have to do, 
so we are sort of cutting off our nose to spite our face if our aim is to 
keep it at middle income. So I therefore ask that one of the amend- 
ments be included and that it be one which will do away with that 
$15,000 ceiling. 

I have two particular points which are the specific requests of the 
Coordinating Council of section 213’s—— 

_ Senator Sparkman. Will you mention them quickly, because time 
is up. 
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Mr. Watrin. They deal with existing co-ops. 

One is that we permit what amounts to the open ending of the 
existing section 213 mortgages so as to include new community facili- 
ties under the same setup. 

The second one is that the insurance funds, this applies to new and 
existing, be mutualized with the two categories of section 213 poe 
separated and the section 207 being separated so that the wonderfu 
lack of loss record which the section 213’s have can be reflected in 
ultimate lesser carrying charges. 

Finally, one broad, very important proposal which I think the 
committee should seriously consider is to help us reduce the cost of 
future section 213’s, allowing a 50-year amortization period. 

Senator SparKMAN. Let me ask you one thing. You mentioned a 
$15,000 limit. Just what are you referring to? 

Mr. Watrin. FNMA under section 305—— 

Senator SparkKMAN. Oh, FNMA purchase price. 

Mr. Watprtn. Special assistance, FNMA has a ceiling of $15,000. 
That money is there and we cannot use it. 

Senator Sparkman. I thought you were talking about per unit of 
cost. Thank you very much. We are very glad to have your recom- 
mendations and I assure you the committee will give full considera- 
tion to them. 

Mr. Watrtn. Thank you very much. May I have the privilege of 
oe additional items in writing that I did not have time for 

ay ¢ 

Senator Sparkman. Can you do it before next Wednesday ? 

Mr. Watprrn. Positively. 

Thank you, sir. 

Senator SparKMAN. We will be very glad to have it. 

The information referred to appears on p. 766.) 

Senator SpaRKMAN. Next we will have Mr. Ira Robbins, member of 
the National Executive Board of the Americans for Democratic Ac- 
tion. We are glad to have you, Mr. Robbins. If there is any further 
identification you need for the record will you give it and please 
identify the person with you, too. We would appreciate it. 


STATEMENT OF IRA ROBBINS, MEMBER OF THE EXECUTIVE BOARD, 
ACCOMPANIED BY EDWARD HOLLANDER, EXECUTIVE DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Rossrns. I am speaking on behalf of the National Executive 
Board of the Americans for Democratic Action. With me is Mr. 
Edward Hollander, the executive director of ADA, and I hope you 
will feel free to direct any questions to him as well as to me.’ 

I have had the pleasure of appearing before you, Senator, on many 
occasions. Senator Proxmire t have not had the pleasure of meeting 
but I would like to say just for gc sc purposes, Senator, that 
I have been active in housing and planning for 30 years. For 11 
years I was a State housing official in the administrations of both 

vernor Lehman and Governor Dewey. I was in various consultant 
capacities in Governor Harriman’s administration. I am now a mem- 
ber of the reorganized New York City Housing Authority and I 
have been affiliated with many of the unofficial agencies, including the 
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a of president and chairman of the board of the National 
lousing Conference, and I am now a member of the Board of Gov- 


ernors of the National Association of Housing and Redevelopment . 


Officials. 

I say that merely to give you some background and because I will 
now embark on what may be a little bit of a philosophical discussion. 

To begin with, Mr. Chairman, after last year’s fiasco, we who are 
interested in housing are delighted that both Houses of Congress 
have made such an early start on housing legislation in the 86th Con- 
gress. On the other hand, we are puzzled and chagrined at reports 
of the leadership’s intention to “have a housing bill on the President’s 
desk by February.” Our concern is reinforced by the remarks of the 
distinguished chairman of your Housing subcommittee—one of the 
best friends housing has ever had—when he introduced S. 57 2 weeks 
ago. In presenting the bill, he explained that in the interest of speed 
he had introduced a bill identical—except for nine changes to bring 
it up to date—with the compromise bill that passed the Senate last 
year. He made it clear that it did not represent his views on the best 
1ousing bill: indeed he said, “In my opinion this bill has already 
been compromised. It was compromised in committee and it was 
compromised on the floor of the Senate.” Nevertheless, he urged its 
passage, in the interest of “moderation” and “honorable compromise.” 

We are not opposed to “moderation” or “honorable compromise,” 
Mr. Chairman. The people of this country who need better housing 
have been trying to subsist on less than that for the past 10 years. 
The only trouble is that on a diet of moderate compromises the hous- 
ing situation in the United States has deteriorated steadily, in spite 
of a series of housing bills at yearly intervals. Maybe what we re- 
quire is a housing program just a little more immoderate than those 
of the past decade—one that will aproach the 2 million dwelling 
units a year we need to house our newly formed families and replace 
at least the sub-substandard slums and shacks to be found in every 
State and in nearly every city. 

As for compromise, Mr. Chairman, we are old hands at that. We 
have compromised our goals of a “decent home in a suitable environ- 
ment for every American family” (the language is from the 1949 
act, and was not too immoderate for Senator Taft), and then we have 
had to compromise the compromises, as Senator Sparkman has said. 
We have compromised 135,000 low-rent public housing units a year 
to 75,000, to 35,000, to 17,500, and in some years to zero. Senator 
Clark reminds us that 10 years after the Housing Act of 1949, less 
than half of the public housing units authorized by that act have 
been built or even contractd for. We do not deny the need to com- 
promise when we must, for practical reasons, but supporters of an 
adequate housing program should be reluctant to start this year with 
the compromise they ended with last year, especially when they be- 
lieve they can do better. 

We do not question that S. 57 would be better than no bill at all, 
which is what we got last year. But we do question that it is the best 
bill that this Congress will pass. There are many new faces in both 
Houses ; and as we assess the possibilities, we believe there are many 
more votes for a bold and far-reaching program of housing and urban 
renewal in the 86th Congress than there were in the 85th. We realize 
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that even in this Congress, a watered-down bill will go through faster 
and with less controversy than a bill that tried to do more. But we 
respectfully submit that speed and unanimity are not the most im- 
rtant criteria. We are sure that with the support of the leader- 
ship and of this committee, a better bill can be passed, even if it takes 
time and disagreement, than one which commanded a large majority 
of the Senate and nearly two-thirds of the House of the 85th Con- 
ress. As far back as November, Senator Johnson said that “a home 
or every American family” was one of the goals of this Congress. 
We challenge vou and him to an all-out effort to reach that goal. 

We realize, too, the possibility that a stronger bill, or even this one, 
may meet a veto for going beyond the rather niggardly confines of the 
budget. Without presuming to trespass on the field of legislative 
strategy, we submit that it is better to build a clear record on the basis 
of the country’s needs and face the question later of compromising 
with a veto if it cannot be overridden. We beg of you not to begin by 
compromising. 

Before turning to the specific provisions of the bills before you, I 
should like to make some general comments, based on many years of 
experience in the field of housing. I think it is necessary to look at 
legislation in the framework of the total need and the capacity of the 
country to meet it. I think we must ask ourselves why—after 12 
years of accumulated effort—we have made so little progress toward 
the goals which the Congress itself has so clearly proclaimed. And I 
think the answer is, as we have so often observed, that we have relied 
so heavily on the market mechanisms of supply, demand, and price, 
and that market alone cannot provide enough good housing at prices 
within the reach of those who most need it. All that has been done 
by lowering downpayments and increasing maturities, by sweetening 
inducements and diminishing risks to home builders and home financ- 
ers, has been to add only about enough to the housing supply to 
offset the formation of new families, on the one hand, and the demo- 
lition of dwellings, on the other. We have never, in any postwar 
year, built more than about two-thirds of the 2 million dwellings a 
year we need. Yet the need will increase as the number of new 
families grows, as old houses deteriorate, and as more and more are 
demolished by the urban renewal and highway programs. 

Our housing programs have brought substantial rewards to specu- 
lators, developers, builders, and lenders; and those at the higher end 
of the income scale who can afford it have been able to find housing. 
But at the other end of the scale, housing has grown worse, scarcer, 
and more expensive. In New York, as in every city, we see a great 
deal of this and its tragic consequences. While housing developments 
have been springing up like mushrooms in the outlying sections of 
the city and suburbs, deterioration and overcrowding have been 
spreading, creating slums in their path. And throughout the coun- 
try where the slums are cleared for redevelopment, displaced families, 
unable to find suitable dwelling space at prices they can afford, squeeze 
into the adjoining neighborhoods, snails new slums as they go. 

is is a universal problem and one for which, I regret to say, we of 
the United States, with our great economic resources and our inge- 
huity, have found no answers. Senator Clark, who has wrestled with . 
the same problem in Philadelphia, is undoubtedly right in saying that 
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the problem of relocation will set the pace and the limits of our efforts 
to renew and rehabilitate our cities. 


For these reasons we need to be concerned particularly with the . 


provisions of the pending bills which deal with urban renewal and the 
closely related questions of rental housing for low- and middle-income 
families. In its statement several weeks ago on “A New, New Deal 
for the 1960's,” suggesting legislative priorities for the 86th Congress, 
the national executive committee of ADA made certain recommenda- 
tions on these subjects. These were carefully considered in the light 
of what we know of prevailing needs and provide the criteria for our 
comments on pending legislation. 

Mr. Chairman, I realize that as we advocate expanded pro 
the committee may ask: “Where is the money to come from # Do you 
favor unbalancing the budget to pay for these programs, or do you 
propose additional taxes?” 

It is a fair question and we agree that to propose additional ex- 

nditures without considering how they may be paid for would, 
indeed, be irresponsible. 

We would answer, in the first place, that many of the programs 
we are here suggesting would not involve large additions to the Fed- 
eral budget for several years from now, and would be spread out over 
many years beyond that. But this in itself is not a sufficient answer. 

We would answer, in the second place, that if new taxes were neces- 
sary to pay for an adequate housing program, we would rather see 
new taxes than continue to tolerate a and overcrowding. But 
we do not believe new taxes would be necessary. 

The answer is best given in the statement of the ADA executive 
committee to which I have referred : 

“The key to our ability [to carry out these programs] without in- 
flation lies in the too often forgotten fact that our economy has the 
capacity to grow at the rate of 5 percent a year * * *. After allowing 
for population growth, we can have each year upward of $10 billion 
of output more to allocate to high priority purposes if we budget our 
national affairs to this end * * *. The rising national output can in- 
crease Government revenues, at present tax rates, by some 4 to 5 
billion dollars each year (5 to 6 billion dollars a few years from now) 
as long as the Government provides an economic environment in which 
workers, farmers, and business can maximize production. These ad- 
ditional revenues can and should be augmented by 1 to 2 billion dol- 
lars by closing discriminatory loopholes in the revenue laws through 
which corporations and high-income taxpayers avoid taxation.” 

In other words, Mr. Chairman, as we conceive it, full employment 
policies consistently pursued will provide ample revenue for these and 
other similar programs within a very few years. At the same time, 
nothing aaa contribute more to the maintenance of full employ- 
ment and full production than a vigorous, sustained program of hous- 
ing and urban renewal. 

As for housing needs, we are convinced by the repeated studies on 
this subject published over the past few years, that no program of 
housing which does not raise the level of construction to approxi- 
mately 2 million units per year over the next decade can meet the 
total need. To do this would require a rather far-reaching overhaul 
of Federal, State, and local programs of new construction and reha- 
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bilitation beyond anything comprehended in the bills before you. We 
believe that whatever the committee recommends, it should contem- 
plate a far-reaching investigation and study of the ways in which 
this might be done. I will have occasion to refer to this later in my 
testimony. } 

Such an expansion of the rate of construction must assume a sub- 
stantial increase in the provision of new and rehabilitated dwellings 
for middle- and low-income families. This, of course, is the heart of 
the matter and it has been the area of most conspicuous failure in our 
housing programs since the war. After much consideration, we of 
ADA are convinced that this requires, among other things, that the 
housing program be relieved of its dependence on the commercial 
money markets, and that Government credit, direct or indirect, be 
made available to permit low-interest mortgages for home buyers, 
and for builders of low-rental housing. 

A sharp step-up in the rate of home construction would promote 
more rapid progress in urban renewal since, as we have noticed earlier, 
the rate of slum clearance is for practical purposes limited by the 
scarcity of housing for displaced families. We believe that the 
condition of our cities warrants Federal programs of as much as $1 
billion a year for the next 10 years to quicken the progress of urban 
renewal programs. 

Judging by these criteria, it is clear we have much more to hope 
for in S. 193 than in 8S. 57. In the first place, the magnitude of the 

rogram authorized by S. 193, although less than we might wish and 
ess than could be used, is more realistically related to the need. The 
accumulation of applications for urban renewal projects, even under 
the limited program already in effect, is one evidence of this. Other 
evidences can be found in the shocking effect of urban blight in almost 
every American city. We would regard the program contemplated 
in S. 193 as the minimum that ought to be approved by this committee. 

We are heartily in accord with the provision of S. 193 which permits 

the Administrator to reserve funds for allocation out of moneys to 
be appropriated in the future. This we think will facilitate the kind 
of long-range planning needed for effective urban renewal programs 
and will assure the cities of continuous support for such plans. 
_ Similarly, we support the provision in section 103 of S. 193 provid- 
ing for the early acquisition and clearance of sites in advance of the 
approval of specific renewal projects. In this connection, I should 
say ADA has repeatedly urged before committees of the Congress that 
consideration be given to a program of “urban land reserves,” that is, 
Federal support for a program of early acquisition of land by local 
authorities to be used for future development. Section 103 certainly 
is not this, but we hope that it might be the first step toward a more 
forward-looking program of land planning and land use. 

We also support those sections of S. 193 designed to provide more 
flexibility in the planning and execution of urban renewal programs: 
For example, the sigintitioatann of planning, the removal of inequi- 
ties in the forms of local grants and contributions, and the encourage- 
ment of the use of urban renewal sites for low-rent public housing 
(sees. 108, 109, 111,112). These are provisions which we believe expe- 
rience has shown to be necessary. 
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We find the provisions for low-rent housing in S. 193 far more 
hopeful than those of S. 57. It is no secret that the low-rent public 


housing program in recent years has been both starved and smot rered, | 


and we find in title II an approach for resuscitating it. It is a meas- 
ure of the deterioration of our attitudes toward housing that a return 
to the goals of 10 years ago should be considered progressive, but that 
is the case. We wholeheartedly support Senator Clark’s proposal to 
reinstate the low-rent public housing authorization of the .1949 act, 
and we hope this will be the first stage toward a revival of that pro- 
gram. 

5. 193 also contains the basis for much needed redirection of the 
public housing program. In 20 years of experience, we have learned 
a good deal of what should and what should not be done. We of 
ADA support without reservation the proposal to grant a greater 
degree of autonomy to local housing authorities in the execution and 
management of their public housing programs. 

In commenting on these proposals a year ago, we made certain 
recommendations for modifications, some of which have been already 
made in §S. 193. There are two additional points, however, we 
would like to reiterate. First, that some ceiling formula (not in 
absolute dollar amounts) on rents to be charged by local housing 
authorities should be written into the bill as a standard te bée:eb- 
served in setting rents in order to assure that public housing serves the 
purposes intended by the Congress. And second, that the provision 
permitting the sale of low-rent dwellings to overincome families be 
approached with caution. We realize the problems created by income 
limits in a program of this sort, but we are by no means sure that they 
will be solved by selling the units to overincome families. In any 
event, we believe that if such a program is adopted, it should be subject 
to the condition that a new low-rent dwelling is to be provided ‘for 
every one removed from the rental market by such sales. 

We heartily support the emphasis in both S. 57 and S. 193 on hous- 
ing for the elderly. We believe this should be a specific and impor- 
tant target of our housing programs. Probably there is need for 
both the approach in title Il of S. 57, through mortgage insurance, 
and for the approach through public housing in title IT of S. 193. 
We would be inclined to stress the latter, simply because the elderly 
are so often also the poor. The poverty of old age is one of the most 
prevalent forms of poverty in our copies society, and certainly 
justifies preferentia! treatment of elderly persons through low-rent 
public housing. 

We would like to endorse particularly the approach in title III of 
S. 193 for the relocation of persons or families displaced by public 
programs. As I commented above, ADA has consistently believed 
that the use of Government credit at low interest rates is one of the 
most promising approaches to bringing down the cost of housing to 
middle income families. Although we can see the reason for pref- 
erence to the problem of relocation, we suggest that this direct loan, 
low interest program would be equally suitable for other types of 
middle income housing as well. 

As for the administration proposals, as contained in the budget, 
they are scandalously inadequate. The 6-year program of urban re 
newal grants, scaling from $250 million down to $200 million a year, 
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would require strict rationing of Federal funds and everywhere force 
a slowdown of the program just when it is gathering momentum 
and should be speeded up and encouraged. The sliding reduction of 
the Federal share from 6624 to 50 percent would place even greater 
burdens on the cities at a time when almost without exception they 
are hard pressed to meet the mounting demands for public facilities 
and services. 

There is a bitter irony in these niggardly proposals coming at the 
same time and in the same budget as the program to spend more than 
$3 billion of Federal funds next year and more than $3.5 billion in 
1962 for 90-percent grants to States for highways. Of course, we 
recognize the urgent need for a modernization of the Interstate High- 
way System; but we cannot see that the need for housing is any less 
urgent or any less important to the Nation and its people. And we 
cannot see that the disguise of a trust fund makes it possible for the 
country to afford the one but not the other. 

We were aghast, Mr. Chairman, to read in the budget message that 
the 585,000 federally aided public housing units expected to be built 
or under contract by June 30, 1960, “should meet most of the demand 
for such housing by low-income families displaced by highway con- 
struction, urban renewal, or similar governmental action in the next 
few years.” In the first place the statement would be true only if 
the urban renewal program is starved for the next few years. In the 
second place, it is a perversion of long-established policy, set by the 
Congress, to consider the public housing program solely in terms of 
refugees from demolition, ignoring the needs of other low-income 
families. It is statements like these that cause us to wonder some- 
times if the Presidential ghosts live in the same world with the rest 
of us or in a make-believe world of their own, invented to satisfy 
their budgets. 

Mr. Chairman, there are several other observations, not directly re- 
lated to any of the bills before you, which I should like to make. 
Many of those who have worked on the complex problem of our cities, 
including Senator Clark, have suggested that it is time for the Federal 
Government to undertake to coordinate the various Federal programs 
dealing with cities and their problems, in an effort to maximize the 
total impact for better metropolitan planning and better metropolitan 
development. There are many examples, some of them closely related 
to housing (for instance, the relationship between the public housing 
and public assistance programs), of the need to look at the Federal 
- programs in relation to the cities and metropolitan areas as a whole. 
While not all of the programs fall under the jurisdiction of this com- 
mittee, we would hope in the near future you would undertake this 
rationalization and coordination of programs having to do with such 
things as housing, urban renewal, highways, water supply, public 
welfare, education, and recreation. 

According to recent news accounts, there is under consideration a 
suggestion of Senator Clark for a select committee of the Senate to 
study some of these questions. We would like to recommend most 
earnestly that this committee lend its support to a searching and 
exhaustive inquiry into these questions. The Congress has already 
taken a pioneering step in this direction on a small scale, in establish- 
ing the Joint Committee on the Washington Metropolitan Problems. 
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The fruitful work begun by this committee could and should be 
broadened and deepened to lay down guidelines of Federal policy 
with respect to the metropolitan areas in which our population is 
becoming increasingly concentrated. It seems to us that the kind of 
overhaul of housing and other programs needed to meet urgent na- 
tional goals would be greatly facilitated by a study of this kind. 

I would like to say at the outset that one of the most encouraging 

things that we may observe today on the national scene in our efforts 
’ to deal with urban slums, with substandard areas, and with a need 
for housing for all of the American people is the tremendous interest 
of so many mayors in the movements. Now, this is not politics on 
their part. These mayors—and you are familiar with many of them: 
Mayor Wagner, of New York; and Mayor Lee, of New Haven; and 
Daley, of Chicago; and Poulson, of Los Angeles; and the mayors of 
Detroit and many other cities—all know that their cities will not live, 
will not survive unless the cancers of the slums are cut out and unless 
some antibiotics are fed to the cities to remove the disease that causes 
slums and rundown areas. 

Senator Sparkman. You know, I presume, that they will testify 
Monday ? 

Mr. Rosprns. Yes; I understand so. But I think that this is a 
framework which Congress should consider because it indicates a tre- 
mendous body of support for the bills which have been introduced 
here which would expand the housing program rather than set it back. 
These men not only have these beliefs personally, but I believe they 
represent the points of view of their constituents in the city including 
big business which, up to a few years ago, was not particularly inter- 
ested in the redevelopment of our cities. 

It seems to me that we must take advantage of that climate, that it 
would be a tragedy to take some piecemeal measures as have been done 
in the past to deal with these problems. 

I know that analogies and metaphors are very dangerous—you can 
mix them up and be caught short—but it seems to me that we have had 
a sort of stop-and-go approach to many aspects of our urban renewal 
and housing programs, and that means several things. It means that 
the cities are discouraged from doing any long-range planning. I 
think that the estimates that are going to be submitted to you as to need 
for urban renewal grants would ~ still larger if the cities were assured 
that the funds would be there if they did the planning and applied 
for them. There is no question in my mind at all, and I think $600 
million a year for 10 years, in my opinion, is a very modest estimate 
as to the amount that would be utilized by communities throughout 
the country once this program got rolling. I think perhaps the ex- 
pression “rolling” is a little misleading because it is a very uphill fight 
on the part of the communities. They not only need gasoline in the 
tanks to go uphill—and by “gasoline” I mean the Federal financial 
assistance—but they need a lot of push on the local level from the 
business and civic and tenant interests, and you are fully aware of the 
frustrations that local officials face not only in the design and planning 
and relocation of utilities, and the relocation of families and busi- 
nesses, but the local opposition very often intelligent and very often 
extremely narrowminded is the whole attitude of yes, we are in favor 
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of clearing up slums but please don’t do it here, please do it somewhere 
else. 

This stop and go approach has been frustrating, has limited the 

rogram and it is more costly in the long run. I really think that 
nme the point of view of the economics of urban renewal planning 
these piecemeal appropriations to be divided among a comparatively 
few communities are an economic loss from the point of view of the 
amount of energy and money that is put into the planning on the lo- 
cal level; from the amount of review work that must be done on the 
Washington level by the Urban Renewal Administration and in mak- 
ing decisions on how this money should be divided up. 

I came across an item in our budget in the New York City Housing 
Authority the other day; with the oncoming of the cold weather 
we decided that all our huge developments should be heated all night 
Jong instead of cutting off the heat at 10 o’clock at night, and we dis- 
covered that it is cheaper to keep the heat going all night long than 
to start the furnaces up again the next morning. That there is more 
fuel needed each day in the mornings once your fires have gone out. 
And I think that is a proper analogy that is applicable to the public 
housing programs and the urban renewal programs of this country. 

There has been a lot of waste money in planning and rejection of 
applications because the funds were not available. 

I would like to say something about the public housing program. 

A good many people argue these days that we need public hous- 
ing because without it you cannot have an urban renewal program. 
And I agree with that. But even if we did not have an urban re- 
newal program we need a great deal of public housing and we 
thoroughly support the lifting of the limitations on the authoriza- 
tions in the 1949 act. I am a little bit sick and tired of people say- 
ing that we better clear up our slums and provide decent housing be- 
cause the Russians are going to point to our slums as one of their 
propaganda items. I don’t care what anybody else anywhere else in 
the world believes, we should have enough pride and guts to proceed 
because of our own political, social standards to proceed with a large 
public housing program. And, of course, as you know, there is the 
so-called middle income family who is in a “no man’s land” and I am 
convinced and ADA is convinced that the very tentative, preliminary 
approaches that have been made toward the direct loan program 
vagal a real direct loan program and the sooner we get it the 

tter. 

‘In New York State, as Senator Sparkman I know you know, we 
have a direct loan program for moderate income families. If you ask 
me to define what is a middle income family or a moderate income 
family I think that the best way to do it is to say that it is the families 
whose incomes are too high to enable them to be eligible for public 
housing and their incomes are too low for them to acquire or rent 
housing from the ordinary operations of the private builders, and 
that group is a very, very large segment of our communities all over 
the country. 

_ In New York the State lends money to limited profit corporations, 
it lends 90 percent of the cost of a development repayable over 50 
years, at the cost of the money to the State, and our cities are author- 
wed to do exactly the same thing and the city of New York and the 
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city of Buffalo have projects pending with that. The Federal Goy- 
ernment must do this on a national scale, not only because many 
States cannot, for constitutional reasons, undertake the kind of pro- 
gram that New York has undertaken, but because the program is of ° 
such a size that it needs national help. 

There are a few, I think the sitios program, the college housing 
program has been welcomed nationally. I think it should be en- 
larged. I think it sets a precedent. Perhaps if this Congress does 
not believe that it can force through a direct loan program for all 
middle-income families certainly it can provide direct loans for fam- 
ilies displaced from the sites of all types of public improvements and 
it patenly can provide a direct loan program for housing for elderly 
people. 

Basically we fall far short of the needs of the country. Time and 
time again you have been told, and I will be very brief, we do need 
construction at the rate of 2 million units a year. We do need public 
housing of, I would say, 10 percent of that amount per year. We 
need at least $600 million a year for urban renewal grants and I 
would say that a billion dollars a year would not be excessive, I 
es as I said before, if the funds were there the cities would apply 

or it. 

- The Americans for Democratic Action, we are very pleased, Sen- 
ator, with Senate introductory 57 which you introduced, but I must 
say that we prefer S. 193 because we believe that we should lead from 
strength at this time. We are willing to risk a Presidential veto in 
the hight of the President’s message to Congress and I think that 
there would be a great deal of strength and support for the overriding 
of such a veto; even if it was not overridden a much more liberal bill 
than S. 57 is possible this year. We do not favor the immediate pas- 
sage of a bill merely because it is a housing bill and it was gotten 
through quickly. The theory that it is good to get one through and 
get it over with is really giving us housing in name only and without 
substance, and, therefore, we urge the committee rather than issue a 
report and prepare a bill hastily to work on a comprehensive omnibus 
bill that will raise a fight on the floor of the Congress and which we 
believe will rally a good deal of support from the communities of this 
country, from the business interests, from the public interest groups, 
and primarily from the people who need housing, and this committee 
will have our support and the support of dozens and hundreds of 
other groups if it comes out with bills more along the line of S. 193 
with many of the provisions of S. 57, and for that reason we prefer 
no haste but we prefer a very solid, long-range—and I would like to 
emphasize that without long-range authorizations there can be no 
long-range planning and without long-range planning each com- 
munity in this country will work on a stop-and-go, haphazard basis, 
wasteful economically and detrimental to the movement to improve 
housing and community conditions throughout this onan: 

I will be very glad to answer any questions you may have. | 

Senator Sparkman. Thank you, Mr. Robbins. Any questions 
Senator Clark? 

Senator CrarK. I have no questions of Mr. Robbins other than to 
thank you for your very competent and able presentation. Those 
adjectives I suppose flow more generously from my lips than they would 
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otherwise because he was nice enough to favor my bill. Other than 
that I believe his statement is basically sound. 

Senator SpaRKMAN. Senator Proxmire? 

Senator Proxmire. No thank you, Senator. 

Senator SparkMAN. Thank you very much. That is a helpful state- 
ment. Weare glad to have it. 

Senator Cuark. I believe the chairman was here when Senator Bush 
and I hada little colloquy with respect to how we are going to raise the 
revenue which might result from not following the President’s budget. 
At that time I made reference to a document dealing with the tax 
loopholes which was not then available. I have it before me now and 
request that it be presented in the record. 

That statement shows approximately $9 billion of additional tax 
revenue which could be recaptured by closing loopholes but it does not 
include any more stringent enforcement or any legislative change in 
the present statutes with respect to expense accounts where to my way 
of shades at least an additional billion could be picked up in revenues 
without hurting anybody except a few owners in Florida and the pro- 
prietor of the Stork Club in New York. 

Senator SparKMAN. It is already in the record. It appears on 
page 285. 

Mr. Newcomb you are next. We are glad to have you. Do you 
have a prepared statement ? 


STATEMENT OF ROBINSON NEWCOMB, WASHINGTON, D.C. 


Mr. Newcoms. I did not expect to appear but was requested to be 
here and I am completely unprepared. 

Senator SPARKMAN. I understand Senator Proxmire asked for you 
tocomeup. I willturn you over to his tender mercies. 

Senator Proxmire. I want to thank you very much, Mr. Newcomb, 
forcoming up. Idoappreciate it. I know you have come up without 
any opportunity to prepare any kind of a statement or to know how 
- are going to be questioned. My questioning will confine itself very 

argely to your excellent article in the Nation’s Business, the January 
1959 issue, entitled, “Government Restricts Housing Growth.” 

This issue arose yesterday when the administration people were 
up here and we were questioning them on the implications of what you 
said and they all expressed recognition, of course, of your qualifica- 
tions in that. 

This article has some very, very serious charges as you know and I 
would like to stress a couple of the statements which you make at the 
pognning and ask you about them. 

ou say “The Government has deliberately”—I stress the word 
eee ery 7pm the number of new homes Americans can 
uild. 

Then you go on to say: 

Through unpublicized manipulations of the VA and FHA housing loans and 


banking operations the Federal Government is able virtually to predetermine how 
many housing starts will be allowed. 


You exonerate Congress from this by saying a little further down: 


Laws involving FHA and VA home loans were passed by Congress to provide 
homes—not as a tool for economic control. 
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I have read this article, I think it is a fine article, but I won- 
dered if you could more precisely indicate how Government has done 
this and who in Government, specifically the Federal Reserve Board 
or people in the Housing Administration. Who is responsible? 

Mr. Muiventes. The Federal Reserve Board only indirectly. They 
have the function of controlling total volume credit, but when the 
volume of credit is reduced small businessmen, and that includes home 
. builders, get hurt first. I think this is a pretty much undisputed 
statement, so, almost inevitably housing gets hurt. That is not the 
Federal Reserve’s purpose. The reason it gets hurt is more basic. We 
have had no real improvement in the basic organization of housing 
finance since the early thirties. Housing finance as organized then 
was organized around a depression psychosis. We were afraid, so the 
FHA laws, the Home Loan Bank Board laws, all the financial strue- 
tures which were created, institutions developed, were developed to 
help us through a depression. 

The attitude in some of the agencies is we must be prepared to de- 
fend ourselves against a depression, so the Home Loan Bank Board 
requires very high reserves and very careful policies which, if another 
recession came, I am sure would mean that the Home Loan Bank 
Board would not have to—the insurance corporation would not have 
to do much. I am giving a brief background here. 

The next point is as a fear of inflation develops, and that is a very 
legitimate fear, agencies look to things they can do to curtail infla- 
tion, and the Ford Motor Co. wants to go on the street and borrow 
$400 million there is not much that the Council of Economic Ad- 
visers, or the Treasury, or the Federal Reserve Board, or SEC can 
do about it. They are in a position to tap the money markets, If, 
however, a builder in Oskosh or Dallas or what have you wants to 
borrow money on the street he is forced to work through his local 
financing agencies who are forced to work through the media of the 
Federal agencies. So, when instructions—and I am quoting here 
from the Economic Report of the President, I mentioned it there— 
they decided that the volume of housing was getting too high; it was 
advisable to curtail it, so the FHA, according to the data they re- 
leased, suggested that they tighten up a little bit. Mr. Mason may 
have mentioned Dallas here—— 

Senator Proxmie. I want to see if I follow this. 

The decision was made initially by the economic advisers? 

Mr. Newcoms. That I cannot say. I am not in the Government. 
The Council stated that they believed the volume housing, as I read 
the report, the volume of housing should be reduced. 

Senator CLarx. What date was this? 

Mr. Newcoms. That was the January 1956 report as I remember 
it. I quoted it in the article. I have not refreshed my memory or 
anything. I have the references and the dates and all when I pre- 
pare these. I obviously had to have my material. 

Senator Proxmrre. You are correct. 

Mr. Newcoms. I hope you will forgive me from using memory. 
Everything can be checked later if you wish. 

They had the legitimate fear that the volume of investment might 
be getting too high, if they couldn’t control Ford they couldn’t con- 
trol housing. This to me not necessarily means that the Council is 
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wrong but that our institutions are wrong. We should not be able to 
shut down on housing because we cannot shut down on General Motors 
or somebody else. I think housing should be able to compete in the 
open market with other areas, so I think our institutions are sadly at 
fault here in not ne it just as easy for the builder working 
through his savings and loan in his own town to demand a chance 
at the market just as effectively as the bigger business does. 

Senator Proxmire. On that point. I presume this chart which we 
discussed and which reference to it was made in the record yesterday 
which shows the increase in business expenditures on plant and equip- 
ment from the beginning of 1955 to the middle of 1957 at precisely the 
same time when interest rates were rising, and shows a coincident op 
and a very sharp drop in housing starts from 55,000 units a mont 
down to 23,000 units a month, is to bear out the point you have just 
made; is that correct ? 

Mr. Newcoms. That is right. Those data were taken from Survey 
of Current Business. 

Senator Proxmire. What you have just told us, as I understand it, 
is that the effect of the tight-money policy has been (1) to make it 
more difficult for the housing industry to compete because there is just 
less credit available; (2) the institutional setup has made it much 
easier for business to procure the capital they need to expand? 

Mr. Newcoms. They have the first chance. 

Senator Proxmire. I notice in the table D-59 of the President’s 
Economic Report—I do not mean to be taking advantage of you—— 

Mr. Newcoms. We are trying to reach a conclusion here. 

Senator Proxmire. Yes. They have an excellent analysis. I wish 
it were a little more complete than it is. Of the source of plant and 
equipment outlays, the source of expansion, it is interesting to me that 
most of the sources seem to be internal sources, and such external 
sources as 

Mr. Newcoms. That is correct; most of it is internal. That is one 
of my very strong points. It seems to me that they cannot stop the 
corporations so they stop housing. I do not mean they stop it, hous- 
ing gets stopped. 

Senator Proxmire. That was not the point Mr. Mason made the 
other day. It seemed to me that he thought the effect of interest 
rates on housing and the effect of interest rates on plant and equip- 
ment—maybe I am misquoting him—would be roughly the same. 
Housing in his judgment was not necessarily more sensitive. 

Mr. Newcoms. Mr. Mason is one of the best bureaucrats I have 
ever seen. I suspect what he was saying was that if industry has to 
go outside it competes. When it has its own funds it does not have to 
compete. And its own funds are sources for its own requirements. 
For several reasons they are now competing in 1957 instead of 1937 
dollars. Under the new tax legislation of a couple of years ago, the 
sum-of-the-digits method of depreciation gives them a big boost. It 
strengthens their internal resources. 

Senator Proxmire. In other words, business is insulated from 
changes by their internal sources? 

Mr. Newcoms. Yes. 

Senator Proxmire. And in the second place, of course, housing has 
very sensitive interest rate changes and because of the various frictions 
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that develop, including discounts and others, it is mighty sensitive to 
change ? 

Mr. Newcome. Yes. 

Senator Proxmire. I would like to ask you what Congress, you think, 
should do about this? 

First, I would like to ask you what they should do about it this 
session. 

Senator Ciark. Would the Senator yield for a moment ? 

Senator Proxmire. I would be glad to. 

Senator CLarK. Because I would like to develop briefly in a little 
more detail the proof of the deliberate restriction and manipulation of 
the housing market which Mr. Newcomb speaks of. If you have a 
copy of your article in front of you, Mr. Newcomb, I am going to sum- 
marize it asI understand it. You tell meif I am wrong. 

This isn’t all of the article but most of it. 

The Congress under the urging of the President passed a substan- 
tial tax reduction act in 1954 which, as I recall it, reduced rates to the 
tune of $7,000,400,000. As I believe it that take was in the private 
economy instead of being sucked up through taxes. That among other 
things—and I stress among other thing—set off a boom and an expan- 
sion which frightened both the Council of Economic Advisers and the 
Federal Reserve Board. That was, according to your article, in April 
of 1955. Then the Veterans’ Administration and the Federal Housing 
Administration began to pull the strings by raising the effective down- 
payment requirements for housing built with the aid of their 
mortgages. 

Who told them to do that, do you know? 

Mr. Newcoms. No, that would be beyond my competence, I could 
guess as you can, but I do not know. 

Senator Crark. I am going to hazard a guess and tell me if you 
think I am wrong. I suspect that those instructions came from au- 
thority higher in the executive arm of the Government than Mr. Cole. 

Mr. Newcoms. I suspect that Mr. Cole was very friendly to housing 
and that he would have preferred not to. He is part of the team. 

Senator Ciark. I do not know any more than you do, but I am 
going to hazard the guess that this was done after a good deal of con- 
sultation among the Treasury, Federal Reserve Board, the Council of 
Economic Advisers, and that this was, as you say, a deliberate manipu- 
lation of the housing market for the purpose of putting the brakes on 
the boom, at a time when they were putting no brakes at all on expan- 
sion among their favorite industrial friends who make everything from 
Coca-Cola to Cadillacs. 

They went further as a result of the 1956 Economic Report of the 
President and they took steps to still further curtail the housing 
market and they did. If they had not done that, in your judgment, in 
1956 through 1958 we would have had another 200,000 to 300,000 new 
homes each year built by private builders with the assistance of 
Government insurance; is that correct ? 

Mr. Newcomps. If there had been no effort to restrain housing we 
very likely would have had two to three hundred thousand more. 

Senator Cxark. I notice in your article, probably because you didn’t 
think it was pertinent, you don’t get into the question of the enormous 
need for new housing in order to replace substandard housing? 
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Mr. Newcoms. I have very strong feelings on that but this was an 
article on a different subject. 

Senator CuarK. So you would agree that the total housing needs, 
when you take into consideration the compassionate need, the eco- 
nomic need, the social need, to at least make a dent on the backlog 
of unsafe and unsanitary housing would add at least several hundred 
thousand units a year that ought to be built in the overall interest of 
theeconomy, wouldn’t you ? 

Mr. Newcoms. I think the market, forgetting the compassion, that 
the market would support a million and a half or more, and the com- 
passionate need would be above that. 

Senator Crark. At the same time they were cutting back on the 
insured sector of the housing market, they were really putting the 
bakes on public housing, on urban renewal, and the like, were they 
not ! 

Mr. Newcomp. Yes, but I think I have made it clear that they had a 
_ motive; preventing inflation. I disagree with the technique 
used. 

Senator CiarKk. I am not questioning their motivation at all, I am 
questioning their judgment. 

Mr. Newcome. Right. I would disagree with their judgment. 

Senator Ciark. This in effect is the basis of the charge which you 
make in the article that they have deliberately manipulated the hous- 
ing market in order to reduce the number of housing starts with the 
thought in their mind that that was the easiest way to strike a blow 
against inflation. 

At the same time the Federal Reserve Board was increasing discount 
rates, coming back on the amount of the credit which they were making 
available through open market operations and the like so that they, 
too, were caught in restrictions which, as you said earlier, had a very 
teal effect on housing starts; is that not correct ? 

Mr. Newcoms. That is right. 

Senator CiarK. Senator Proxmire, thank you for letting me inter- 
vene at that point. 

Senator Proxmme. Thank you very much, Senator Clark. 

At this point I would like to ask you then, you draw the conclusion, 
I presume, that the relative stability that we had in price fluctuations 
between 1955 and 1957 with the so-called creeping inflation was the 
result of retarding housing. Let me put it this way. We achieved 
stability in the economy by, as you put it, enforced instability in 
housing ¢ 

Mr. Newcomps. I am not sure that that helped. They believe it did. 

Senator Proxmme. That is the question I wanted to come to. 

Does it necessarily follow that if we had another 200,000 to 300,000 
housing starts a year during this period that we would have had in- 
flation? Isn’t it true that there is not a shortage now of labor? 
There probably isn’t a shortage, wasn’t a shortage during most of this 


oe at least, of materials. Why would there necessarily have 
n inflation ? 


Mr. Newcoms. I think they could argue, and this I think you should 
ask them. They could argue two things: (1) That when you built 
an extra 200,000 houses, you use an extra 200,000 tons of steel or some 

ure of that sort. In certain areas it was added to demand. (2) 
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Then they can aruge that this does mean more money reaching the 
hand of the consumers who will bid against either those who are al- 
ready employed—it might be the consumer purchases would exert a 


little inflationary pressure. (3) I think they argue, that allowing the 


money to go freely to housing wold merely mean the interest rate 
would go up everywhere, that would hurt the economy as a whole 
while it would help housing. I think those are the three basic argu- 
ments. I would rather they defend it than I defend it, because I 
think on the other side of the story, in an area which we have had very 
stable public aided construction of highways, costs have dropped very 
sharply. Public roads estimated that increased efficiency in the high- 
way construction operation would cut costs something like 50 percent; 
they use heavy machinery. The ratio of capital to value added in the 
highway program is as high as it is in any industry, so the productiv- 
ity of the worker in the highway field has shot up enormously, but in 
the housing field were the volume goes up and down and up and down 
it makes it difficult for a builder to invest much in capital to keep his 
technology abreast of the technology, say, in the highway field. I 
think the others are improving their technology but the housing indus- 
try is having difficulty in doing it because it has not the steady flow. 

It seems to me that the diversion of creating stability here was 
adding to the price of housing and thereby exerting a real inflation 
rather than encountering the inflationary pressures as they most 
certainly do. 

Senator Proxmire. During the last 18 months of this there was 
certainly excess capacity and labor supply so it would not have as great 
an inflationary impact. Today it would not seem to have very much 
of an inflationary impact. 

Mr. Newcomer. I think really they have not raised the downpay- 
ment requirements in the last 3 months, for instance. 

Senator Crark. They accepted, albeit reluctantly, the extra billion 
dollars the Congress forced on the administration last year. 

Mr. Newcomer. That was a big help. 

Senator Proxmire. What worries me about this whole analysis if 
we follow you through to the end, is why housing shounld not be 
treated like everything else. Would the exercise of restraint against 
inflation by the Federal Reserve Board by increasing interest rates 
have much of an effect if housing is given the kind of fair treatment 
which you ask? In other words, if we do not retared housing do we 
have any weapon left against inflation in monetary policy? It seems 
to me the facts that you have brought out here so dramatically are 
that increases in interest rates are ignored by the business sector of the 
economy. You go right ahead and explain it. 

Mr. Newcoms. They would not be ignored any more if we gave 
housing a chance, would they ? 

Senator Proxmire. That is right; but we have stability at the cost 
of housing; which is quite a cost. 

Mr. Newcoms. Assuming that did help bring stability, which I am 
not quite sure it did. 

Senator Proxmire. Neither am I. 

Mr. Newoome. I agree that our problems, our tools for fighting 


inflation, our weapons, are not adequate. I think we are misusing the 
tools we have. 
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Senator Proxmire. I think you have done an excellent job in bring- 

ing out a legitimate viewpoint on this. 
hat do you think Congress should do this session ? 

Mr. Newcoms. I was analyzing the problem here so that I haven’t 
thought of it constructively. Maybe I could give you a paper a week 
from today or something. 

There are two or three things you could do immediately, most of 
the things you would want to study carefully. 

For instance, I think there is no real argument that can be brought 
about freeing FHA. Why should they be allowed to issue only 
100,000, 200,000, or 500,000 commitments? The original concept, 
and I was in the Executive Office at the time, was that this does give 
us a control over FHA, and it does. I do not like that control over 
FHA. So I think one of the things, if you would agree with me that 
we do not need that control, would be to remove the limits on FHA. 

Senator Proxmire. May I interrupt here. I have something that 
has concerned me for a long time. It seems to be that some of the 
very well qualified people such as you are may overlook the effect of 
interest rates on housing. Even if we follow your advice here, don’t 
we price a large number of peng out of the market every time we 
have an increase in interest rates 

-Mr. Newcoms. Yes. 

Senator Proxmire. They still have a stabilizing effect. 

Mr. Newcoms. I have another suggestion there, I hope. There 
was an increase, using the Economic Report figures, in personal 
savings of about 150 percent; personal savings in 1957 were 250 
percent of the personal savings in 1955. They are being channeled 
into areas which do not let them flow back to housing, which are less 
likely to let them flow back to housing. 

If we could revise our institutional structure, one of the things I 
started out with, financial institutions, so to make these savings more 
readily available to housing I think it might help hold down the 
interest rate in the housing field. If 60 percent of the flow cannot 

t back anyway the 40 percent competes with the entire market. 

f you make 100 percent available, 100 percent competing for the 
market, we would have a bigger supply versus the demand. 

Senator Ciark. I wonder if what you have in mind is that it might 
be possible for home loan banks and savings institutions to accept mort- 
gages up to, let us say, 90 percent of the value of the property instead 
of the more conventional figure. 

Mr. Newcoms. That isonething. But in order for them to be really 
effective they need more money. When that system was set up in 
1932 the concept was it could tap the streets. It has not done so. 

Senator CLtark. How could we arrange for them to do it? 

Mr. Newcoms. I would like to have the law changed so that savings 
and loans, either directly or through a fiduciary agent may borrow 
up to, say, 20 or 30 percent of its deposits on the streets. This would 
make a big increase in the funds available locally which would, I 
think, help to offset the tendency for increased interest rates. 

If the savings and loan borrows a million dollars from a pension 
fund, which is one of the sources which does not make money avail- 
able to mortgages, then this savings and loan has money on tap. Its 
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terest is in getting that out. It makes its profit not from the 6 per- 
cent or 8 percent or 3 percent interest but from the differential be- 
tween the mortgage and what it pays for its money. So if it can get 
the large supply of money at competitive rates it has no incentive. If” 
others are doing the same there would be a pressure against raising 
the local rate. The savings and loans would be as well off in borrow- 
ing at 4 and loaning at 514—would be better off borrowing a million 
at that 4 than borrowing from 100 deposits, each one with $10,000 
and able to withdraw at any moment. Borrowing at the same rate 
because the cost of handling a lot of small deposits any of which may 
be withdrawn instantly are greater than the cost of handling one loan. 
If this loan is made then the man who is making the loan, the pension 
fund, is guaranteed payment because this comes ahead of the de- 
positor. So, the pension fund has a sure asset. The savings and 
loan has a new source of funds. The pressure on mortgage rates is 
held down. 

Here is one of the techniques which I think could be used to 
promptly increase the flow of funds to mortgages. 

Senator SparKMAN. Senator Proxmire, I should like to call your 
attention to Mr. Newcomb’s presentation in our Study of Mortgage 
Credit that is to be found on page 277. I do not know whether you 
have had occasion to examine this or not. 

Senator Proxmire. I have not had a chance but I certainly shall. 

Senator SparKMAN. This is a study that was made by the staff 
during the recess of Congress. You might be interested in looking at 
that as well as many others in there. We are not through with this 
study yet, we shall have more on it later. 

Senator Proxmire. I would like to suggest if Mr. Newcomb would 
care to, it would be very helpful if he could submit a paper before the 
record is closed of these hearings, if I am not being presumptious, Mr. 
Chairman. He has indicated he would like a little more time to think 
about some of these things. He seems to me to be very helpful. 

Senator Sparkman. I think it would be very good if you could, Mr. 
Newcomb. 

Mr. Newcoms. Thank you, sir. 

Senator SparKMAN. Mr. Newcomb, according to the chart that you 
give in connection with your article, it shows a very sharp decline in 
housing starts, both FHA and VA, that is combined, during the 
period from early 1955 right on up through 1957. During the same 
time there was a very sharp upturn in business expenditures on plant 
and equipment. 

During that period of time was this problem of inflation before us! 
In other words, was that a period of inflation ? 3 

Mr. Newcoms. I think the administration felt it was a serious 
danger, whether you agree or I agree is another matter, but the men 
in the responsible positions were concerned. 

Senator Sparkman. So often housing is made the whipping boy on 
the charge of inflation, yet when housing was plunging we were in & 
period of inflation, were we not ? 

Mr. Newcoms. That was the general consensus. 

Senator SparKMAN. Were any controls put on? 

Mr. Newcoms. The Federal Reserve Board did the best it could, 
I think; the Federal Reserve Board could not stop Blair & Co. from 
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joaning to corporations or municipalities or what have you; the FHA 
and VA could not interfere here. 

Senator Sparkman. Of course they had a field of adequate credit 
available to them. 

Mr. Newcoms. That is right; they had the first choice. 

Senator SpaRKMAN. They went when they pleased and housing 
bore the brunt. 

Mr. Newcoms. In the fall of 1955, I think I mentioned the date 
here in the article, the Home Loan Bank Board ordered every savings 
and loan to stop borrowing. Corporations could, but no savings and 
loan could. In other words, a growing program was stopped from 
growing. 

Senator SparkMAN. You do not mean that literally; stopped them 
from borrowing ? 

Mr. Newcoms. They said no savings and loan may go out of its 
own town. 

Senator Sparkman. I was thinking about the ceiling they placed 
on it also. 

Mr. Newcome. I think the ceilings were cut but I don’t remember. 
But the point to me was that no matter what the ceiling, if the mobile 
is growing, and does not have enough money locally it cannot go to 
New York; that is just too bad. 

Senator SparRKMAN. Senator Byrd. 

Senator Proxmire. May I just ask one final question ? 

Senator SparKMAN. All right. 

Senator Proxmire. Since we have you here and I have such con- 
fidence in your judgment and experience, I would like your comment 
on the lead article of the Wall Street Journal this morning: “Builders 
Plan To Speed Pace—With or Without New Government Help— 
They see consumer income rise more than offsetting impact of tighter 
credit.” They also say, I should add, of course, “Most forecast 
higher prices.” But this is from the convention in Chicago, after an 
interview with a number of builders. Do you concur in that? 

Mr. Newcomp. I met with the leading builders here in Washington 
before the convention; that was what they were saying. I think they 
had two things in mind: (1) Money is easier now and the market is 
here; (2) if the money tightens up the Congress will move in to take 
care of it. But there is a big market and the builders know it, so if 
I were in their shoes I would go ahead, too. There is a need for 

housing and a market for it. 

' Senator Proxmire. Thank you, Mr. Chairman. 

Senator SparkMAN. May I ask this further question. Is it your 
thought that if the builders of the houses could have a period of 
stability, in other words, if they could plan on a steady line that they 
could effectuate savings in cost ¢ 

Mr. Newcoms. They could effectuate very great savings. The Small 
Homes Council at the University of Illinois, for instance, has made 
elaborate studies showing how to cut costs and the effects on the 
builders who are using this new technique, the Enrico house, for in- 
stance, is almost incredible. Their costs are going down. If they 
could have a steady volume and keep that up they would cut their 
costs still further. We are getting better and better quality. I 
think the quality is going up more than the price due to the utiliza- 
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tion of such research as is coming out of the small homes work at the 
University of Illinois. But it cannot get to its full fruition unless we 
have a steady volume. 








coming. 

Next Mr. Carl Feiss, chairman of the community planning com- 
mittee, and Mr. J. Roy Carroll, Jr., member of the board of directors 
of the American Institute of Architects. Will you gentlemen come 
around ? 

Did I omit one? 

Mr. Feiss. No, Senator Sparkman. I am Car! Feiss. I would like 
the privilege of introducing Mr. Edmund R. Purves, the executive 
director of the American Institute of Architects. Mr. Carroll is on 
my right. 

Senator SparkMaAn. Glad to have you. 

Mr. Feiss. With your permission, Senators, I would like to read 
my brief statement and make one or two additional remarks. 
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BOARD OF DIRECTORS, AND EDMUND R. PURVES, EXECUTIVE 
DIRECTOR, AMERICAN INSTITUTE OF ARCHITECTS 























Mr. Feiss. My name is Carl Feiss. I am an architect and a plan- 
ning and urban renewal consultant with offices at 1025 Connecticut 
Avenue, Washington, D.C. Previously I served as Chief of the Plan- 
ning and Engineering Branch, Urban Redevelopment Division of the 
Housing and Home Finance Agency. In that capacity, I worked as 
a technical adviser to the President’s Advisory Committee on Housi 
Policies and Programs which developed the concept of urban renewa 
as incorporated in the Housing Act of 1954; I am presently chairman 
of the community planning committee of the American Institute of 
Architects and appear before you today to express the views of that 
organization. 

The American Institute of Architects has more than 13,000 mem- 
bers assigned to 130 chapters throughout the Nation. It is the na- 
tional architectural professional society and represents the majority 
of practicing architects in the United States. f 

Historically, the institute has had a longtime interest in planning 
and housing affairs. This is, of course, the result of its prime con- 
cern of providing, through the special skills of its members, for the 
improvement of human environment. 

ver the years the institute consistently has supported sound pro- 
posals relating to various phases of community planning and rede- 
velopment, including public housing. 

At our great centennial convention in May 1957, where Senator 
Clark was one of the speakers, an entire session was devoted to “The 
Future of the City.” That convention gave overwhelming support to 
a resolution urging the continuation of the Federal urban renewal 
—— at a high level. 

All over the country, architects have been engaged in this work and 
their contribution is widely recognized.. In many American cities 

















































































































Senator Sparkman. Thank you very much, sir. We appreciate your 
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they have joined in voluntary efforts to halt galloping decay by 
actively promoting proper planning and revitalization of beanaal city 
areas. ‘Toward this end they are devoting their talents and thousands 
of man-hours to the public interest. 

The final success of a ee is dependent on the knowledge, skill, 
and imagination which the trained architect is equipped to offer. As 
technica ee who are doing the job, we are competent to discuss the 
subject and furthermore we are happy to make available to the Con- 
gress the results of our experience during the past years. 

My distinguished colleague, J. Roy Carroll, Jr., on my right, of 
Philadelphia, a fellow of the institute and a member of its national 
board of directors, has intimate firsthand knowledge of current prob- 
lems faced by architects in working with the Public Housing Adnsin- 
istration. He will outline them to you at the conclusion of my brief 
remarks which will be confined primarily to comments on the urban 
renewal program. 

The bold—and the word probably ought to be in quotes—the bold 

rogram which captured the public’s imagination and gained the 
ed support of those primarily concerned with the welfare of our 
cities and the people an live in them has not been an unqualified 
success. After a painfully and perhaps naturally slow start, it finally 
commenced to roll only to bog down again when it failed to receive the 
necessary financial support it needs. 

To successfully achieve planning on the scale required to save and 
restore our great urban centers, continuity of program is absolutely 
essential and this must be adequate to eliminate slums and blight in 


the — to come. 


This on-again and off-again, catch-as-catch-can approach is sheer 
foolishness. We have seen what has happened during recent months, 
when because of inadequate operating funds, the Urban Renewal 
Administration arbitrarily established what appears to us as a totally 
unrealistic method of allocating funds. 

Under this unfortunate procedure, only postage-stamp-size projects 
are possible. It is futile and utterly wasteful of the Nation’s re- 
sources to try and fight the spread of slums with meager efforts which 
might be compared to employing a popgun against an oncoming 
armored tank. 

Plans for well-developed large-scale projects, part of overall com- 
munity plans, that nae not only caliente the diseased areas but 
ietead turn the tide against further decay, ground to a stop because 
they are not eligible for consideration under the dismal rationin 
system now in effect. What this means in terms of withdrawal o 

rivate investment money, the disruption of loca] interest and first, 
oss of interest by sponsors, and the frustration of the people in the 
communities involved, is hard to calculate. And, in the end, this 
procrastination will prove extremely costly. Each delay and slow- 
down in the program makes the job of restoring and rebuilding our 
cities that much more difficult a inevitably far more expensive. 

_ Here I agree with Mr. Robinson and his beautiful analogy of turn- 
ing on — off the pi 4 ak 

e ss, of course, recognizes that planning and construction 
ofa siagie bailding takes ona, Sistem renewal, in all of its aspects, 
involves the design and construction of a great many different iinds 
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of structures within the complex framework of a city. Adjustments 
. . . nd . —° . 
with existing utilities and services must be made. Time-consuming 


but. essential comprehensive engineering and cost studies must. be’ 
undertaken. Preparation of plans and specifications for both public ~ 


and private development. projects require the concentrated attention 
and competent services of the practicing architect and engineer, 
Slowdowns and stoppages of the kind that have occurred recently 
militate agains’ the successful fulfillment of the responsibilities of 
professionals engaged in this kind of work. bo etlin 

Under present rules and regulations there are limitations on the 
type of projects permitted for essential rebuilding of city centers 
or the core of cities. Therefore, we would like to see the present 
residential requirements reduced to make possible the improvement 
of the physical, structural, and economic shape of the central city. 

Senator Ciark. Mr. Feiss, would you permit a question at that 
point ? 

Mr. Feiss. Of course. 

Senator Crark. Have you made any studies of the bills before 
the committee ? 

Mr. Feiss. Yes, I have. 

Senator Ciark. Do you have any particular provision in any of 
the bills that you prefer? 

Mr. Feiss. I prefer the one you have introduced yourself. I am 
speaking for myself because we have no specific in the American 
Institute of Architects. 

Senator CLark. Thank you very much. 

Mr. Feiss. I believe, Senator Clark, that what you are recommend- 
ing is absolutely essential, no question about it. That is one of the 
reasons it is in the statement here. 

We believe there should be provisions for additional programs, 
such as universities, to be developed as a natural part of the urban 
renewal process. We urge simultaneously, the continuation of the 
701 program for planning assistance to small towns including en- 
larging this program from 25,000 to 50,000, and for the development 
of metropolitan planning programs as is now in the law. 

We believe in strengthening the State planning function and do 
not support by passing an official State agency charged with the 
function of local planning assistance when local planning assistance 
itself is involved. 

We are working closely with other professions responsible for 
planning and community development and we recognize the need for 
the broadest possible scope of action to make the American city and 
the American urban metropolitan area a continuing, satisfactory 
place in which to live, work, raise and educate our children. 

Thank you very much for this opportunity of presenting this 
before you. 

I am sorry, I beg your indulgence. I slipped on the last page here. 

Therefore, we urge prompt action to get a comprehensive program 
underway again with assurance that it will be sustained at a con- 
tinuing high level for the next 10 years. As a Nation, we cannot 
afford a bargain-basement urban renewal program nor can we permit 
interruptions and slowdowns as long as ugly slums and devastating 
blight plague our cities and metropolitan areas. 
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Thank you very much. 

Senator SparKMAN. Thank you very much, Mr. Feiss. 

Now, Mr. Carroll. 

Senator Cuark. Mr. Chairman, my I ask two questions ? 

Senator SPARKMAN. Yes. 

Senator Cuark. Mr. Feiss, I note that you were with the HHFA 
for a while, I wondered during what period ? 

Mr. Ferss. I came on first as a consultant, Senator Clark, in 1949, 
and stayed on until late in 1954. ° 

Senator CrarK. Has it been your impression since you left the 
Agency that its centralization has increased, that its bureaucracy has 
expanded, and that it has become increasingly difficult to get decisions 
made ¢ 

Mr. Feiss. I think we have all been disappointed, Senator Clark, 
in the success of the decentralization program that has been attempted 
and perhaps it was essential over the past several years. I do know 
that there has been a serious and very real attempt on the part of the 
Urban Renewal Administration itself to cut corners, but it has been 
very difficult to identify any very real speedup. 

Senator Cxrark. In other words, you see no improvement in that 
regard ? 

Mr. Feiss. I am afraid I have to say, yes, I have seen very little. 

Senator CiarK. Would this apply also to the public housing? 

Mr. Fetss. I am not qualified to speak on that subject. Mr. Carroll 
will speak about that. 

Senator Busu. Mr. Chairman, may I ask a question ? 

Senator SparKMAN. Senator Bush. 

Senator Busu. Mr. Feiss, I notice that you are an architect yourself 
and a specialist in this field of planning and urban renewal work in a 
consultant capacity. I see that in the statement here. 

Mr. Feiss. That is correct. 

Senator Busy. Presumably you are representing before us the 
American Institute of Archtects ? 

Mr. Feiss. That is correct. 

Senator Busu. Which has more than 13,000 members and 130 chap- 
ters throughout the Nation. 

Can you tell us how you have sampled the opinion of the American 
amatitute of Architects so as to speak for them in this authoritative 
way / 

Mr. Fetss. We have brought before the institute in several recent con- 
ventions at the annual conventions, the subject of urban renewal and 
public housing and community development and have received from 
the membership of the institute at these meetings support for the type 
of program that we are just discussing here today. This has been one 
of our major methods of communication. We have also in our bul- 
letins and through the publications of the institute kept the member- 
ship of the institute aware of the national programs as they are de- 
veloping and problems that are connected with them. 

Senator Busu. I have talked with some architects, too, about this 
business but I must say that they don’t all agree with your recommen- 
dations and I just wonder whether the committee is warranted in 
assuming that the views you express really do represent the views of 
the American Institute of Architects. I don’t mean to cast any reflec- 
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tion on you, but that is a very important endorsement and I think it 
would add a good deal to the effectiveness of your testimony if we 


had some more positive assurance that these views represent that 


organization. 

Senator Crark. Mr. Chairman, I wonder if Mr. Purves, the execu- 
tive director of the institute, who is here would like to say something 
here. 

Mr. Purves. Thank you very much, Senator Clark, I would like 

Senator Ciark. Before you do, let me tell my good friend from Con- 
necticut that I had the great privilege of attending the last convention 
of the institute that was held here in Washington. One entire session 
was devoted to the future of the city. I was present while spirited 
debate took place and a number of questions were discussed. It 
seemed to me that the parliamentary procedures of the institute in 
determining the views of that body were as good as the Senate of the 
United States, if not better. No filibuster rule. 

I got the impression that the view was as it is here. 

Of course, I could be wrong and I think Mr. Purves could follow it 
up from there. 

Senator Busu. I wouldn’t want to doubt that architects, generally, 
and members of the institute, generally, perhaps a large majority, are 
in favor of an urban renewal program. My question is whether they 
would support the somewhat extreme views that Mr. Feiss has 
expressed. That is the question, and maybe our friend here can 
enlighten us. 

Mr. Purves. I feel relatively sure, Mr. Bush, if Mr. Feiss were to 
express in our convention what he has said here, you would find that 
our convention would give him very hearty backing. Mr. Feiss has 
taken a very active part in the affairs of the American Institute of 
Architects, especially in this field on which he has spoken. He has 
appeared before our convention year after year which is where the 
major policies of the institute are determined and I think that, if I 
may say so, sir, that Mr. Feiss has given a very adequate answer and 
I am sure that he reflects the thinking of the majority of the members 
of the ATA. 

Senator Busu. Well, no doubt he thinks he does. I go back a few 
years to another issue we had before the Congress which was known 
as the Bricker amendment. I remember that the American Bar 
Association was presumably placed on record before the Co 
as a whole as being in favor of the Bricker amendment to the Con. 
stitution of the United States. The president of that association 
himself spoke and said that that was the case. On the other hand, 
during that debate many Members of the Congress, including myself, 
had many communications from individual members of the associa- 
tion and even sectional bar associations, not just small ones but some 
py large ones, which took the opposite view. That is the reason 

felt that I should question you regarding the real authority that is 
behind this statement. I don’t question that you think you repre- 
sent them, but I do question very much, and I would like to see whether 
the 13,000 members would support the kind of statement that you 
have made here. 

Senator Ciark. Would the Senator yield? 
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Senator Busu. I yield; yes. 

Senator Ciark. I am quite familiar with that altercation within 
the bar association about the Bricker amendment and I think the Sen- 
ator will recall that even at the time the president of the association 
appeared in support of the amendment there were loud howls of pro- 
test from eminent lawyers all over the country. Local bar associations 
were passing different resolutions. It seemed pretty clear that by the 
time the testimony on the amendment was completed that the bar was 
pretty badly split on this matter and that situation continued for a year 
or so. 

Isay to my friend, who has been an active member in the American 
Investment Association, that there was no greater occasion for ques- 
tioning the authority of these gentlemen to speak for the architects 
than it would be for any of us to question the executives of the Invest- 
ment Bankers Association. If there is, I am sure we will hear the 
same howls of protest before this committee and on the floor of the 
Senate before the bill is passed that we heard in the case of the bar. 
It would therefore occur to me that perhaps these gentlemen are en- 
titled to presumption that they do speak for the association which has 
authorized them to come before this committee. 

Senator SparKMAN. Mr. Carroll, may we have your statement now, 
please, sir? 

Mr. Carrotn. Thank you. Senator Sparkman, I would like to have 
the privilege of reading this brief statement if I may. 

Senator SPARKMAN. “Y es,sir. Goright head. 

Mr. Carrotu. My name is J. Roy Carroll, Jr. I am a practicing 
architect in the firm of Carroll, Grisdale & Van Alen, with offices 
at 6 Penn Center Plaza, Philadelphia. J ama member of the national 
board of directors of the American Institute of Architects and appear 
here today in its behalf. 

My firm has been engaged in work for the Public Housing Adminis- 
tration, projects for other public agencies of the Federal Government, 
the Commonwealth of Pennsylvania and the city of Philadelphia, as 
well as for a variety of private clients. 

I have served on a special public housing committee of the American 
Institute of Architects and in that capacity have had the opportunity 
of reviewing comments of other architects relating to the Public 
Housing Agency. 

L also have met with the Commisisoner and members of his staff on 
these matters. I believe this background and experience places me in 
. 2 position of competence to discuss the operations of the Public Hous- 
ing Administration. 

Since the earliest conception of public housing, the American 
Institute of Architects has been actively interested in the program. 
Through the years the institute has been one of its stanch and faith- 
ful supporters. Architects are interested in the orderly planning and 
improvement of our communities and realize public housing is a major 
factor in overall urban renewal and redevelopment programs. 

In recent years we have become aware of a decided falling off of 
interest in the public housing program, of an apathy among our own 
members, of the lack of desire of le: ading architec tural firms to 
participate in it. 
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Architects are not easily frustrated. Every architect has to try 
again and again when working with his client to arrive at a solution 
of the client’s problem that is economically sound, satisfactory to the 


client, as well as being satisfactory to the architect and a source of - 


pridetohim. It is apparent and most regrettable that the attainment 
of these desirable results has become almost impossible in public 
housing. 

That many competent architects today will not consider accepting 
a commission for a public housing project is indeed an unfortunate 
state of affairs. It is one produced chiefly through a feeling that it 
is no longer feasible to use architecture to its fullest capacity to create 
better living through public housing. 

Scant opportunity is given to the client to permit his architect to 
exercise his skill and ingenuity to the utmost. Ponderous bureauc- 
racy and the attitudes that naturally develop from it are frustrating 
and serve only to stimulate the hostility of those whose support is 
needed. 

The delays attendant upon any public housing project are so pro- 
tracted as to furnish, of themselves, a powerful factor in the slowing 
down of a program so wonderfully conceived. Public housing today 
is bogged down in an administrative morass. 

Senator CLtark. Mr. Chairman, could I interrupt for a question? 

Senator Sparkman. Senator Clark. 

Senator Ciark. Mr. Carroll, I am interrupting you there to high- 
light your last two paragraphs because there is a position that I have 
been taking for some little while on this committee. It was strongly 
contradicted by Mr. Slusser yesterday. He indicated that everything 
had been cleared up and everybody was happy. Iam so glad to hear 
from your mouth that you think this is an administrative practice, 
that they still have 1,600 employees. What they have to do with no 
new construction program, I am sure I don’t know, but I would like 
to point out because I have to leave in a minute that Mr. Carroll is 
a very well-known Philadelphia architect and his firm has had wide 
experience in a great variety of projects. They don’t just specialize 
in public housing. In fact they were among the leading architects 
who designed and helped build the Philadelphia airport. 

Mr. Carrotu. That’s right. 

Senator Ciark. And I believe you have had a good deal of private 
work as well. 

Mr. Carroti. That’s right. 

Senator Ciark. What Mr. Carroll has to tell this committee I hope 
will get careful consideration, because in my judgment it is absolutely 
correct. 

Senator Sparkman. Thank you, Senator. 

Mr. Carrot, Thank you. 

My own experience of being bucked back and forth between the local 
authority and the Federal administrative offices, to say nothing of 
additional delays occasioned by the regional office, was probably the 
most frustrating to which I have been subjected. 

Costly postponements in the schedule resulted when I found myself 
in the unfortunate position of being unable to move forward because 
one administrative group was constantly overruling another. For 
months, work on the project was stymied while we impatiently 
awaited the resolution of interagency disputes. 


Th 
fessit 
cont} 
tions 

Ot 
else, 
far | 
arch 
beyo 
phia 

Tl 
ever 
Adm 
will 
ural 

Io 
the 
colle 

uar 
with 
rece] 
Adn 
else - 
and 


table 
ulat; 
Di 
have 
for 
and 
orde 
poin 
they 
men 
Se 
M 
Se 
M 
M 
ago. 

















HOUSING ACT OF 1959 347 


There are other complaints such as exacting conditions in the pro- 
fessional contract which can be used unfairly. Under the present 
contract, for instance, an architect can be held responsible for addi- 
tional costs resulting from unfavorable site and soil conditions. 

Often these conditions are not known to the architect, nor to anyone 
else, at the time he enters into the contract. ‘The PHA contract goes 
far beyond the customary contract of a public agency in holding the 
architect personally liable for errors and omissions, which may well be 
beyond his control. It has been described by a distinguished Philadel- 

hia attorney as the most one-sided document he had ever seen. 

The fee schedule is entirely inadequate and should be junked. How- 
ever adequate as the fees may appear to be to the Public Housing 
Administration, they certainly are not appealing to an architect and 
will not attract to the program that competent and dedicated architect- 
ural service which the program demands. 

I would like to interpolate here just one comment having to do with 
the program of HHFA with regard to college housing and other 
college buildings, whereas, through the Octagon, our national head- 

uarters, we receive, as you may Imagine, complaints from architects 

se all over the country about many Federal agencies and we deal 
with about 75 or 80 of them. Over 60 percent of the complaints 
received having been received about one agency, the Public Housing 
Administration, and I think that speaks more clearly than anything 
else can say. On the other hand, with regard to the college dormitory 
and student union and so on program of HHFA, I myself have heard 
no complaints, I think they are doing a fine job. 

The tragic results of the conditions I have described are apparent. 
Current projects, with few exceptions, are dreary, unimaginative 
masses that can hardly be characterized as architecture. This is inevi- 
table when unimaginative administrative interpretations of PHA reg- 
ulations straitjacket the architect. 

During the past few years, AIA committees and representatives 
have attempted to convince the Commissioner and his aides of the need 
for less cumbersome administrative procedures, equitable contracts, 
and adequate compensation for services rendered by professionals, in 
order to preserve the original concept of the program. We have 
pointed out these things to him and have been given assurances that 
they would receive consideration. But there has been no improve- 
ment. 

Senator Ctark. May I interrupt just a moment ? 

Mr. Carroui. Yes, sir. 

Senator Clark. How long ago did you make your last protest ? 

Mr. Carrou. I think as a committee last October, I believe. 

Mr. Purves. I think that was it. It wasn’t more than 3 or 4 months 
ago. 

Senator Clark. Then there has been no improvement ? 

Mr. Carrouu. No, sir. 

At the last meeting, in November of 1958, the AIA board of direc- 
tors resolved that the AIA’s support of the incumbent administration 
of Public Housing Administration be dependent on production by 
that agency of contracts and schedules of fees consistent with sound 
professional practice and adequate service and further dependent 
upon PHA’s effectiveness in assigning the role of the owner to the 
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local authorities and the role of architect to the architect, and that 
the institute make known its position to the public. 

We still believe in the original lofty concept of public housing. To 
try and get the program back on the track, we suggested to the Com- 
missioner that the Public Housing Administration make an exhaus- 
tive study of its own policies, procedures, and regulations. We have 
offered the services of the American Institute of Architects to imple- 
ment and expedite such a survey. The program needs a complete 
overhauling and not just a few minor revisions in procedure. 

If we can aid this committee in its study of how the public housing 
program operates, we shall be happy to do so. We are prepared to 
give all possible assistance to you. 

Thank you for allowing me to appear here today. 

Senator Sparkman. Thank vou, Mr. Carroll. 

Senator Bush / 

Senator Busu. No questions. 

Senator SpaRKMAN. Senator Clark / 

Senator CLark. Just one question, Mr. Chairman. 

Mr. Carroll, do you happen to know when this one-sided contract 
you made reference to was first adopted by the agency / 

Mr. Carroui. I think the contract has become more and more one 
sided as-———— 

Senator CLark. As time goes on. 

Mr. Carron. As time goes on; yes. 

Senator Crark. From about what period do you date your intense 
dissatisfacton with the Administration? Does this go back over many 
years or is this something relatively recent ? 

Mr. Carron. I would say that in its very early years, when every- 
one had a great deal of enthusiasm about the program, there was a 
minimum amount of complaint ; everyone was quite hopeful this would 
bea very successful program. 

Senator CLark. Of course, that goes back to what, 1937 ? 

Mr. Carrotu. Yes; 1937. 

Senator CLark. When do you think the administration of the pro- 
gram began to bog down ? 

Mr. Purves. I can only supplement what Mr. Carroll has had to 

say, in that the contract has gotten progressively more cumbersome 
and more unfair, in our opinion. It was about 3 years ago that the 
most inequitable clause was called to our : attention—I think 38 is the 
right number—which is the one that makes the architect responsible 
for subsurface conditions, about which he can know nothing. 

Senator Ciark. Mr. Purves, do you know when your institute first 
protested about this contract to the agency ? 

Mr. Purves. On that particular point we protested about 3 years 
ago; I can look up the exact date. I don’t have it with me. 

“Senator Crark. Did your dissatisfaction predate that ? 

Mr. Purves. Yes, we were getting increasingly dissatisfied with it 
and the procedures that surrounded the operation of the contract. 

Senator CrarK. Do you recall when you first made a formal pro- 
test on behalf of your association ? 

Mr. Purves. We started making protests, I think, a good 10 years 
ago. 

Senator CrarK. I see. Thank you. 
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Senator SparkMAN. Senator Proxmire / 

Senator Proxmire. No, thank you. 

Senator SparkMAN. Senator Byrd? 

Senator Byrp. No, thank you. 

Senator Sparkman. Thank you, gentlemen. We appreciate your 
coming. 

Our next witnesses are Mr. George T. Mustin and Mrs. Goldie 
Rogers. 

They appear on behalf of the American Nursing Home Association. 
Mr. Mustin is of Memphis, vice president and chairman, legislative in- 
formation committee, and Mrs. Rogers is vice chairman, legislative 
committee, and past president of the Maryland Nursing Home 
Association. 

We are glad to have both of you with us and you proceed in your 
own Way. 


STATEMENT OF GEORGE T. MUSTIN, ACCOMPANIED BY MRS. GOLDIE 
ROGERS, REGISTERED NURSE, AMERICAN NURSING HOME ASSO- 
CIATION 


Senator Sparkman. Mr. Mustin, I notice you have a prepared 
statement ¢ 

Mr. Mustin. Yes, sir. 

Senator SparkMAN. You may read it if you wish or present it and 
let it be printed in toto in the record as if you had read it and then 
you may summarize it, whichever you prefer. 


Mr. Mustrn. I have a statement, Senator, and also some addenda to 
present to the committee. Before I do, I would like to thank you, sir, 
for the attention and interest you gave this bill last year and again ‘this 
year in an effort to provide nursing home construction loans. We ap- 
preciate your attitude very much. 

Senator SparkMAN. I hope we may be able to get it approved this 
year. 

Mr. Musrrn. Thank you, sir. 

Senator SpARKMAN. By the way, I am not sure that you know that 
in the testimony from the administration yesterday it was stated 
that the administration is working on a program along this same 
line. 

Mr. Mustin. I was not aware of that. 

Senator SparkMAN. I don’t know what the details are. 

Mr. Mustrin. I am George T. Mustin, owner and administrator of 
a nursing home, past president of the American Nursing Home As- 
sociation and chairman of its legislative information committee. 
With me is Mrs. Goldie Rogers, R. N., a nursing home owner and ad- 
ministrator, past president of the M: iryland Nursing Ilome Associa- 
tion and vice chairman of the committee. We are here to represent 
the American Nursing Home Association which is an organization of 
48 State associations affiliated in this one national organization, rep- 
resenting approximately 5,000 nursing homes, almost entirely pro- 
prietary. To the best of our knowledge, we are the only national 
nursing home association in existence at ‘the present time. 

Senator SpaRKMAN. Have you not yet included Alaska ? 
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Mr. Mustin. There are no nursing homes in Alaska as far as we 
know. We have made inquiries. 

In deference to the committee’s very busy schedule we will not take 
up unnecessary time to read the full statement or do more than call 
to the attention of the committee the supporting testimony which we 
wish to be made a part of the record. We are leaving for use by the 
staff certain supporting addenda which give more details, statistics, 
_ et cetera, from ourselves and others that may be of help to the staff. 

Mrs. Rogers and I are here to present a plea to this committee and 
through this committee to Congress for full support of the nursing 
home section in Senate bill S. 57, page 18 through line 5 of page 25, 
titled “Housing for the Elderly” introduced in the present Congress 
by Senator Sparkman, of Alabama, and others. 

In view of the testimony presented last year and the intense inter- 
est demonstrated in this problem on the part of health, medical, and 
welfare agencies and organizations and the Members within the Con- 
gress, we feel a tremendous educational program demonstrating this 
need has carried over to the present time. A continuing study, how- 
ever, demonstrates without question that such education and informa- 
tion have not resulted in private lending agencies changing their 
policies with regard to making available the necessary funds to carry 
out this program. 

Thus, we again state that Federal Housing Administration financ- 
ing is the major solution to providing new, modern, safe, and adequate 
facilities to be used in housing the elderly and caring for the long- 
term chronically ill person. We feel that this problem of financing 
is adequately met in bill S. 57. 

We believe that the technical wording of the bill should be left to 
the committee. Our only comment in this respect is the introduction 
of the word “proprietary” in the body of the bill, and we simply state 
for clarification that this terminology was not present in either of the 
bills introduced in the 85th Congress and was not placed in the present 
bill at our suggestion. 

Mrs. Rogers and I wish to express the thanks and appreciation of 
the American Nursing Home Association and nursing home adminis- 
trators in general for the opportunity to appear before this committee. 

We will try to answer any questions the chairman or members of 
the committee may care to ask. 

Thank you. 

Senator Sparkman. I wish you would repeat the statement you 
made about the word “proprietary.” What is your attitude toward 
that? 

Mr. Mustin. That is not our wording. 

Senator Sparkman. I know, but do you object to it? 

Mr. Mustin. We think that everyone who operates a nursing home 
or who qualifies to operate a nursing home should be able to borrow 
for that purpose. Let me illustrate one case. I am sure you remem- 
ber Mr. Ira Wallace, our immediate past president. He operates a 
licensed nursing home in Kentucky. He operates a nonprofit home. 
Mr. Wallace’s philosophy is that he does not care to take advantage of 
grants but he prefers to borrow and so they have borrowed from time 
to time and have had to add on piecemeal to their nursing home to 
where they have a fairly large home. 
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In many States, in most of the States and communities, of the Union 
he would not be able to borrow these sums but Mr. Wallace does not 
care for grants. Under this program he will not be able to borrow 
moneys because he operates a nonprofit home and I am sure there are 
many others, Senator, in the same boat. 

Senator SparkMAN. I may say that least year with reference to this 
word “proprietary,” last year, after our bill had passed the Senate 
some Opposition was expressed by the American Hospital Association 
and—we had already passed the bill and I suggested that the matter 
be taken up with the House committee. It was done and it was 
changed there; of course, we were aware of the fact that it was testi- 
fied to us last year that the overwhelming majority of nursing homes 
are proprietary homes. 

Mr. Mustin. Yes, sir. 

Senator SparKMAN. And because of the conflict, if you call it a con- 
flict, between this program and the program of the Hill-Burton pro- 
gram over which we have no jurisdiction, I felt that it was advisable 
to limit this to proprietary homes. 

I will be very glad, as I am sure every member of the committee will 
be, to listen to any arguments against that change, although it seems 
tome that we might run into some jurisdictional troubles unless it is 
limited to proprietary nursing homes. 

Mr. Musti1n. Well, sir, the position of the association is that every- 
one should be able to borrow. On the other hand, I don’t wish to 
exaggerate or to emphasize the importance of this word. The asso- 
ciation, having called the attention of this to the committee to the fact 
that this is not our wording, will bow to the superior knowledge of 
the committee. They can decide for themselves what is best to do. 
It is not a thing on which we care to make an issue because we don’t 
believe it is of that importance. 

Senator Sparkman. I will call your attention to the testimony Jast 
ad of Dr. Robbins, of the American Medical Association. I remem- 

r this being in the conversation with me last year: 

It is our understanding that the Federal Housing Administration presently is 


offering mortgage insurance for construction of large nonprofit institutional 


type homes for the aged which may have a section for those needing nursing 
care, 


So at least the homes for the aged can qualify now for those loans. 
My remarks today— 


said Dr. Robbins— 


will be directed solely toward pointing out the need for a similar program of 
loan guarantees for proprietary as well as nonprofit organizations, and I want 
to point out that currently 71 percent of nursing-home patients are cared for in 
proprietary institutions. 

Mr. Mustin. Yes, sir. 

Senator Busu. May I ask a question ? 

Senator SparKMAN. Any questions, Senator Bush. 

Senator Busn. I am very much interested in this testimony. 

Mr. Mustin. Thank you, sir. 

Senator Buss. I don’t know very much about this subject, but I 
visited our State hospital at Norwich, Conn., last October and went 
through the premises with the director of that hospital, and there are 
about 3,000 inmates there of which over a thousand really don’t be- 
long in a hospital at all. They belong in a nursing home. 
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Therefore, I had called to my attention vividly that day what the 
need is for nursing homes. At least, that is one very important need: 
the cases of senility really don’t need hospital care but they do need 
the care of nursing homes. 

I take it that your program calls or making FHA insurance avail- 
able for loans for proprietary nursing homes; is that right ? 

Mr. Mustin. Yes, sir. 

Senator Busu. And you are willing to pay the going rate of in- 
terest that that kind of insured loan would get in the community you 
would have to borrow 4 

Mr. Mustrin. Yes, sir, the going rate. 

Senator Busn. Mr. Chairman, I think this ought to be examined 
very closely. I have no doubt that what is true in Connecticut must 
be true in other rather densely populated States where the problem 
of the elderly and the care for those who are incapacitated purely on 
account of age is quite a serious problem. I don’t know what the pro- 
visions of the Sparkman bill are, but if they are not in the adminis- 
tration bill I think that we ought to see that they are put in there 
so that they can be considered in that bill as well as in the Sparkman 
bill. 

I would say offhand I am favorably impressed with the idea of ex- 
tending insurance to that type of institution; proprietary, too. 

Senator SparKMAN. I would say that most of the administration 
proposals are in the bill that I introduced. Of course, there are some 
things in there the administration did not recommend. This is one 
of them, although in presenting their testimony yesterday they stated 
that they had this under study. 

By the way, may I say that because you may not understand this, 
in S. 57 the provision is that these loans will carry an interest rate of 
414 percent. That really was not intended. It got there this way: 
We originally inserted this under section 207 and the interest rate 
in section 207 is 414 percent. 

Mr. Mustin. Yes, sir, I understand that. 

Senator SparkKMAN. We have no particular reason. I remember 
you people told me last year that you were willing to pay the going 
rate of interest and you also expressed in your testimony here your 
willingness to take a rather low loan-to-value ratio. 

Mr. Mustin. I wanted to emphasize that to Senator Bush. We 
don’t care for more than a 75 percent coverage on our loans. 

Senator Busu. I think what they are saying is they want to make 
it on a businesslike basis and they don’t want to be in competition 
with lending institutions. I mean they want to do business in the 
markets in which they operate and all they lack is a reasonable degree 
of credit. What they want is the credit that will support them 
through the FHA insurance program. 

I think there is need for this, from what I have seen lately. I 
am very much impressed with the need for it and the fact that this 
need is being met by these proprietary organizations quite successfully 
the way they operate, should not be used against them. 

On the other h: und, I think there is a good deal of evidence that 
they should be encouraged to the limited ‘extent to which they have 
asked encouragement here. 
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Senator SparKMAN. This was one thing that impressed me: It is an 
effort on the part of the American Nursing Home Association to raise 
their standards throughout the country ? 

Mr. Mustin. Yes, sir. 

Senator SpaRKMAN. Another thing that impressed me in our con- 
versations last year was the fact that ‘there had been considerable con- 
sultation and collaboration between your association, the Medical 
Association, and the Hospital Association. I was very much surprised 
when the objection came in from the Hospital Association because we 
had not limited this to proprietary institutions. 

The thought suggests itself to me that if there is any strong feeling 
against any such ‘limitation it seems to me that you might carry on 
your consultations and perhaps you people will be able to work that 
thing out satisfactorily among the several organizations supporting 
this legislation. I recall that “the American Medical Association ac- 
companied your people when they first came to see me about this and I 
believe testified before us last year. 

Mr. Mustry. Yes, sir, they did. 

Senator Busu. I have their testimony before me right here. 

You have about 5,000 members of this institution ? 

Mr. Mustrn. Yes, sir. 

Senator Busu. Do many of those members at their nursing homes 
take patients who are subsidized by State aid ? 

Mr. Mustin. Most of them ‘e than half 1 country, sir, are 
subsidized by State, or county-State or State-county-city aid. 

Senator Busu. I think it ought to be very carefully considered, Mr. 
Chairman. 

Senator SparKMAN. I wonder if you could give us an estimate as to 
the average number of people living at any one time in nursing 
homes ? 

Mr. Musrin. I believe the addenda gives some information on that. 
Let me see. 

Senator SparkMAN. If it does I won’t ask you to elaborate on it, 
we can get it from that. 

Senator Busu. Do you have a list of your members by States? 

_Mr. Mustin. Yes, sir, we are made up of autonomous State associa- 
tions, Senator. 

Senator Busu. How many members approximately have you got in 
Connecticut—this is just a matter of curiosity ? 

Mr. Mustin. About 110, and it is a very good association. Your 
State has one of the highest standards in the ‘United States, yes. 

Senator Sparkman, in August 1957 there were about 263,000 beds in 
proprietary nursing homes, nearly 79,000 in nonprofit homes, and 
almost 50,000 in voluntary institutions. 

Senator SpARKMAN. 400,000 total ? 

Mr. Mustrn. Yes, sir. May I say one more word: I have had to do 
with this program since the Hill-Burton amendment in 1954 which 
provided funds for the purpose of building voluntary and other non- 
profit nursing homes. That was the time when we began to try to 
work for a bill so that we would be on equal footing on them in the 
matter of new facilities and it has always been the feeling of the asso- 
ciation and the people I have dealt with in the association on this 
subject, that if we could get a loan bill through to where we could build 
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a lot of these facilities that in time and in a very short time that the 
people who lend moneys, ny on long-term like insurance 
companies and building and loan companies, that they would see that 
nursing homes are very good risks and eventually that we could bor- 
row on our moneys through those sources. 

Senator Busu. They would provide a market for these. 

Mr. Mustin. This would be in effect a pump-priming project to 
acquaint them of the soundness of our business. 

Senator Busu. What size would you estimate these loans would 
run, a quarter of a million to a million dollars, in that area ? 

Mr. Mustin. No, sir; down from that. I would say that not more 
than 1 percent would reach a quarter of a million dollars. 

Senator Busu. Isthat so? 

Mr. Mustrin. Yes. 

Senator Sparkman. I notice the addenda, you are simply leaving 
that for the committee files ? 

Mr. Mustin. Yes, sir. 

Senator Sparkman. I would like to suggest that it probably would 
be helpful to us to have printed in the record the survey that you made 
reference to; it would not be too long would it? 

Mr. Mustrin. No, sir; it is all here, Senator. 

Senator Sparkman. I believe if you will take the survey out, if 
there is no objection we will ask that that be printed as part of our 
hearings. 

Mr. Mustrn. Survey by States. 

Senator Sparkman. Yes; 1 think that would be helpful. 
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(The survey referred to follows:) 


ADDENDUM 1 


Survey made by the American Nursing Home Association of available nursing and 
convalescent homes as of Aug. 28, 1957 


Proprietary Nonprofit City, county, Total Total 
homes homes or State number of | number of 
institutions beds in homes in 
State State 
reported reported 


Homes| Beds | Homes Homes| Beds 
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Connecticut 5, 445 
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! Not reported in 1957. Data from 1954 report was used. 
In using this chart, please note: 
1, Not all licensing laws are the same from State to State. 
2. In some States complete data was not available as asked for by the survey. 
3. In some States “‘nonprofit” and ‘‘county, city and State” institutions are the same. 
4, Many States are in the process of revising State licensing laws. 
5. Some States distinguished between homes for the aged and nursing homes. When possible, they have 
n treated as one in this survey. 
6. State mental hospitals and schools for the feebleminded are not included. 
7. Pennsylvania has “commercial boarding homes’? which were counted under proprietary homes. 
8. Virginia licenses nursing homes for 2 or more patients. Home for the aged must haVe 4 or mo e 
patients. This varies from State to State. 
mo Minnesota includes homes for chronic and convalescent patients as nursin omes or boarding care 
es, 


10. Missouri did not type nursing homes. They are in the process of putting into force a new nursing 
home licensure law. 
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Senator SparRKMAN. Mrs. Rogers, did you have a separate statement? 

Mrs. Rogers. No; I did not. 

Senator SpaRKMAN. You are simply lending moral support ? 

Mrs. Rogers. That is right. 

Senator Busu. May Task one more question ? 

Senator SPARKMAN. Surely. 

Senator Busn. You state that legislation such as you recommend 
would result in a rather prompt action by these nursing homes in 
expanding their facilities? 

Mr. Mustrn. Yes, sir. 

Senator BusH. You really do? 

Mr. Mustin. Yes, sir: I for one. 

Senator SparKMAN. How many of them have taken advantage of 
the small business loans ? 

Mr. Mustrn. I did for one, sir. 

Senator Sparkman. I know some others who did. 

Mr. Mustin. I would say roughly perhaps 100 to 1—92. But you 
see those loans are for 10 years and my loan was at 50 percent, it is 
a handicap. 

Senator SparKMAN. It doesn’t permit you to make a very extensive 
expansion unless you have a good part of your own to go on? 

Mr. Mustin. I am having to turn people away every day. I need to 
expand very badly. 

Senator Busn. Do you feel that by increasing facilities under the 
provisions of this proposed legislation that that would not. increase 
the cost of operation in these homes? It wouldn’t result in higher 
fees for the occupants, would it ? 

Mr. Mustin. No,sir. 

Senator Busw. It would probably result in somewhat better care? 

Mr. Mustin. Yes, sir; a better all-around operation. It means a 
great deal to your employees. It is like, well, giving people new 
clothes, it sort of gives them something to shoot for, Senator. 

Senator Busu. I suppose State patients pay by the month or that 
sort of thing, do they not ? 

Mr. Mustin. Yes, sir. 

Senator Busn. They pay on monthly payments or annual pay- 
ments ? 

Mr. Mustrn. Monthly. 

Senator Busn. Monthly payments ? 

Mr. Mustrn. Yes, sir. 

Senator Busn. And is that the standard method of compensation? 

Mr. Mustry. For monthly. 

Senator Bus. Do you sell lifetime contracts, so to speak ¢ 

Mr. Mustrn. Not the proprietary home. It occurs sometimes in the 
nonprofit homes. 

Senator Busu. You don’t say, $10,000 and we will take you for the 
rest of your life ? 

Mr. Mvstin. No, sir; we don’t do that. 

Senator Busn. Straight monthly payment ? 

Mr. Mvusrin. Well, monthly or weekly, some of our people, private 
patients deal on a w eekly basis, some on a monthly basis. 

Mrs. Rocers. Senator Bush, I would like to say this, by building 
for the purpose you can operate more efficiently and economically. 





You 
wouk 
lower 
Mr 
a bul 
opera 
have. 
befor 
Sel 
Sel 
Se 
man 
like 
woul 
of W. 
burn 
lost t 
the p 
wort! 
such: 
Iw 


M1 





build 
$12 
of m: 
53 ce 
Se’ 
expel 
dang 
ment 
Mi 
years 
hard 
econ 
builc 
othe) 
rath 
gone 
Se 
far : 
M 
M 
hom 
laws 
of he 
Se 
Tl 
Se 
M 
Se 
mon 


M 








HOUSING ACT OF 1959 357 


You have to employ more people in a converted residence than you 
would for a building built for the purpose which would in turn 
lower the rate somewhat. 

Mr. Mustin. And be much safer. And then the esprit de corps in 
a building of that sort is almost too much to imagine. I know from 
operating nursing homes and residences for 17 years the feeling I 
have. It lends an air of permanency to this which never was there 
before. 

Senator Busu. Thank you, sir. 

Senator SpaRKMAN. Senator Byrd, any questions ¢ 

Senator Byrp. Mr. Chairman, I would like to commend the gentle- 
man and lady on their excellent presentation here today. I would 
like to make this presentation, maybe Mrs. Rogers or Mr. Mustin 
would be more familiar with it. In recent days, over in my State 
of West Virginia, a nursing facility which was an unlicensed facility, 
burned, and I believe I am correct in saying that about seven persons 
lost their lives. They were welfare patients. It just seems to me that 
the plea which these people have made today so very capably is a very 
worthy one, and that if 8. 57 could be passed it might help to prevent 
such a tragic occurrence in the future. 

I wonder if Mr. Mustin would care to comment ? 

Mr. Mustrn. Thank you, Senator. May I offer you some figures / 

When we were operating in a two-story stone residence, a veneered 
building, as all buildings in the South are, our insurance rate was 
$12 per thousand. When we built and moved into a type of building 
of masonry and steel our rate was lowered from $12 per thousand to 
53 cents per thousand. That shows you the difference in the safety. 

Senator Byrp. Would not construction of new and modern and less 
expensive buildings take the place of these unlicensed, hazardous, 
dangerous, and unsafe facilities such as the one that I have just 
mentioned ? 

Mr. Mustrn. It will do that, Senator. You see the States for many 
years have been trying to dislodge these unlicensed homes, but they are 
hard to get rid of. They run from place to place, but the laws of 
economics, these attractive, safe and better places which we plan to 
build and which some of us have built will finally outlaw these 
other places by reason of the fact that the public will deal with us 
rather than with this other kind of facility. Eventually they will be 
gone and ours will be the only type in existence. 

Senator Brrp. That would be one of the encouraging things inso- 
far as the future outlook is concerned if this legislation was passed. 

Mr. Mustin. Yes, sir. 

Mrs. Rogers. In some areas they now have laws in effect that new 
homes cannot be opened except in a fire-resistant structure. If those 
laws are passed in other areas it would, in turn, eliminate this type 
of home that you were speaking of. 

Senator Byrp. Thank you. 

Thank you, Mr. Chairman. 

Senator Busn. I would like to ask one more question about this. 

Mr. Mustin. Yes, sir. 

Senator Busu. Give me an idea of how much you charge on a 
monthly basis for an individual. Does it vary ¢ 

Mr. Mustrn. It varies with the State. 
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Senator Busu. What rank would you put your charges in? 

Mr. Moustin. The biggest part, sir, is caused by the difference in 
labor costs. There are some rates in nursing homes as low as $100. 
That is pretty low. They don’t get much nursing service there or 
the proprietor doesn’t get much for himself. 

There are nursing homes in this area that will charge perhaps $400 
a month for the services. But you see, for example, in my town, the 
labor cost per patient in a good nursing home will run about $70 
per bed. I would say it is perhaps $140 in this area, $150, you see. 

Senator Busn. I see. 


Mr. Mustrin. But still that is a great deal less than hospital charges. 

Senator Busn. Yes. 

Senator Sparkman. Thank you very much. We appreciate your 
presenting this matter to us. 

(The complete statement of Mr. Mustin follows :) 


STATEMENT OF THE AMERICAN NURSING HOME ASSOCIATION BY GEORGE T. MusTIN 


I am George T. Mustin, the owner and administrator of a privately owned 
nursing home, and past president of the American Nursing Home Association 
and chairman of the legislative information committee. With me is Mrs. 
Goldie Rogers, R.N., a nursing homeowner and administrator and vice chair- 
man of our committee. We are here to represent this organization. The 
American Nursing Home Association is an organization of 48 State associations 
affiliated in this one national organization, representing approximately 5,000 
nursing homes, almost entirely proprietary. To the best of our knowledge, 
we are the only national nursing home association in existence at the present 
time. 

We are here to explain why we believe the Federal Housing Administration 
Act should be modified to provide loans for the construction of new, modern, 
and efficient nursing homes and homes for the aged, and for the expansion and 
renovation of existing licensed nursing homes. In making this request, we 
would like to emphasize that we are most anxious that the entire program 
be on a sound, businesslike basis. In view of this attitude on our part, we 
recommend only 75-25 percent participation. We do not want the loans so 
liberal as to invite inexperienced and irresponsible persons to enter the profes- 
sion. For this reason, we recommend the 75-25 ratio, a lower ratio than applies 
to any other existing FHA program. To further substantiate our attitude, we 
express here a willingness to pay the prevailing local interest rates charged by 
the routine lending institutions. However, in your deliberations with the Fed- 
eral Housing Administration, if it should be found advisable that a definite 
interest rate be established as a matter of policy and precedent, we would, of 
course, accept this as we would without question the FHA construction stand- 
ards. Senate bill 57 does establish an interest rate of 44 percent. 

In presenting this material today we propose, in order to save time, to read 
a short statement into the record and to submit supporting and historical data 
to the committee for staff use. Parts of this they may wish to put into the 
record. 

The experience in attempting to obtain loans through the usual lending chan- 
nels for the construction of new, modern, and efficient nursing homes has been, 
and continues to be, a most discouraging one to our administrators who are en- 
deavoring to meet the ever-increasing need for better and much more efficient 
care of our aged and chronically ill. This condition continues to prevail even 
though bankruptcies and business failures in the nursing home profession are 
almost nonexistent. Local lending institutions, such as banks, building and 
loan companies, insurance companies, etc., have and continue to demonstrate an 
almost complete reluctance to give us the type of credit we need. 

In support of our request for this legislation, we wish to point out to the com- 
mittee that 91 percent of nursing homes today are privately owned, only 3 
percent publicly owned, with 6 percent under the auspices of the nonprofit 
groups, and that further, 71 percent of the available beds for care of the aged 
and chronically ill are found in proprietary facilities as compared with 15 per- 
cent in the publicly owned facilities and 14 percent in the nonprofit facilities. 
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We wish to submit a report of a survey made the last of August 1957, listing 
for each State the number of beds in the proprietary, nonprofit, and tax- 
supported nursing and convalescent homes. These figures were furnished us 
by the States’ licensing authorities (addendum 1). 

In spite of the overwhelming predominance of care in the proprietary nursing 
homes, Federal support and financing of nursing homes has been directed to 
the nonprofit and tax-supported institutions. The only exception is the Small 
Business Administration, which 2 years ago broadened its program to include 
loans to proprietary nursing and convalescent homes. The major Federal 
financial support has been through the Hill-Burton Hospital Construction Act 
in the form of grants to the nonprofit and tax-supported facilities. 

In addition to the Hill-Burton program, in the last year certain assistance 
through FHA has been given to the development of housing for the aged which 
may include a small infirmary area. These FHA efforts too have been directed, 
in most instances, to the nonprofit and tax-supported groups. 

These contributions to the aid of the aged and chronically ill are commend- 
able, but still do not meet the need. The Hill-Burton benefits are restricted to 
non-profit and tax-supported institutions which care for only 29 percent of the 
people in nursing homes. The FHA program does not contain adequate provi- 
sion for nursing care on a continuing basis and was not designed to support 
nursing homes per se. The Small Business Administration loan policy, in keep- 
ing with its general policy, is far too short a loan period and far too low a 
Federal participation. This prevents the great majority of the proprietary 
bursiug-home owners from obtaining such loans and makes it difficult for 
them to compete with the nonprofit homes supported by finance programs exist- 
ing within the Government. 

All groups studying the problems of the aging, in and out of the Government, 
recognize the serious need for increasing nursing-home facilities to care for the 
aged and chronically ill at a price these elderly people can afford to pay. The 
nursing home operates at a cost much less per patient-day than does the general 
hospital and can ease the demand for hospital beds by taking convalescent and 
chronically ill patients and housing them close to their residences in a homelike 
atmosphere. 

The philosophy (addendum 2) adopted by the American Nursing Home As- 
sociation in February of last year is as follows: 

“The nursing and convalescent homes function on the premise that the service 
they render should demonstrate their belief in the dignity and worth of every 
individual. Further, it is believed that the purpose of the nursing and con- 
valescent homes is to meet the total nursing care of geriatric, chronic, and con- 
valescent patients through the provision of well-equipped facility that is prop- 
erly and adequately staffed with qualified personnel. The home should have a 
homelike, cheerful, friendly, and hopeful atmosphere so that it will contribute 
to the promotion and preservation of the personal integrity of each individual 
and it should make available and utilize those services necessary for the emo- 
tional, physical, social, and spiritual enrichment of the patient. Opportunity 
should be provided for the growth and development of the staff and others who 
contribute to the well-being of the patient and the operation of the home. The 
home should endeavor to fulfill its rightful role as a contributing member of 
the health and welfare organization of the community.” 

It is evident that with the increasing percentage of American citizens over the 
age of 65 and with the increasing cost of hospitalization, the licensed nursing 
home is not only desirable, it is so charged with essentiality as to constitute a 
public responsibility. This semipublic responsibility has long been recognized 
in the case of the hospitals. It is now evident that nursing homes must increase 
in number, efficiency, safety, and desirability. Higher standards of modern 
health care and higher costs of hospitalization have developed the nursing home 
as a necessary health facility. 

It is apparent that licensed nursing homes have for years been accepted by the 
patients and by their families. They are now approved by physicians and 
hea'th authorities in and out of Government. 

However, private lending institutions, including banks, savings associations, 
insurance companies, and similar agencies, because of legal restrictions and lack 
of appreciation of the need, have not, as I said before, yet recognized the 
essentiality, economic stability, and ability to meet obligations whicn now 
characterize the management of our better licensed nursing homes. For these 
Teasons, existing financing methods for the private nursing home have been 
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and are completely inadequate to take care of the demand for better housing and 
for our nursing homes. 

The hospitals and medical groups at the present time are experimenting with a 
changing complex of care in hospitals to include a convalescent or self-care 
section somewhat similar to a nursing home. I wish to call your attention 
to the attached report on the Manchester, Conn., experiment being carried on 
under the auspices of the Hospital Facilities Section of the U.S. Public Health 
Service as reported in the April 26, 1958, issue of the American Medical Assgo- 
ciation Journal, along with a brief editorial appearing in the same issue on the 

same subject (addendum 3). 
‘A report on a similar study is found in the January 1958 issue of the Kentucky 
State Medical Journal, which I am also attaching (addendum 4), along with 
the complete report of the study by the Legislative Research Commission of the 
Commonwealth of Kentucky, Research Publication No. 48, November 1957, en- 
titled “Homes for the Aged” (addendum 5). 

lt am submitting also Monograph No. 46 entitled “Nursing Homes, Their 
Patients, and Their Care,” published in 1957 by the U.S. Public Health Service 
(addendum 6). This is a survey sponsored by the Commission on Chronic 
Illness, a national voluntary organization, founded by the American Hospital 
Association, the American Medical Association, the American Public Health 
Association, and the American Welfare Association, and assisted by the U.S. 
Public Health Service in this study. This study demonstrates clearly the ever- 
increasing population of the aged and emphasizes the serious need for increasing 
the number of modern, new, and efficient nursing care facilities. 

Mr. Chairman, this study shows that one-quarter of the patients in nursing 
homes are & years or over—two-thirds of them are 75 years or over. They may 
have no family—they may have a family that cannot take care of them. They do 
not need to be in expensive hospitals beds with a high overhead, but they do 
need to be in a home where there is some medical supervision and a nurse on duty. 
This can be provided most economically by a nursing home. 

These persons may be completely self-sufficient one day and bedfast patients 
the next, becoming chronically ill and requiring continuing nursing care within 
their means. These homes are generally not large and there is danger of losing 
their homelike atmosphere if they become large institutions. 

In meeting this need for increased facilities for the care of an aged popula- 
tion, we must be very sure that these homes meet the basic health and fire regu- 
lations of the various States. Each State has its own such regulations. We 
have been working with various groups, including representatives of HEW, in 
developing standards which can be suggested to States in meeting this basic 
need. Unfortunate disasters to nursing homes, such as fire, can be attributed 
largely to inadequate State regulations and supervision. Our association, in 
attempting to prevent such disasters, in 1957 adopted a policy statement which 
we think would tighten these controls, and I wish to submit it as a part of the rec- 
ord (addendum 7). 

The Hill-Burton grant program meets a need. The proposed Hill-Burton loan 
program for renovation would meet a need. However, the predominant number 
of nursing homes are proprietary and are not eligible for this type of financial 
assistance. We feel that a loan program on a sound, practical, businesslike basis 
will allow the homes to provide more beds for the same amount of money than 
will Hill-Burton grants. The loan funds we are requesting should be returned 
with interest and could be used over and over by other facilities in areas where 
the need exists. 

We see no reason why this should result in duplication of facilities and we 
are confident that, in planning these facilities, the overall health facility plan- 
ning for the area will be considered. This will supplement the Hill-Burton pro- 
gram and meet a definite need, so far very inadequately met. 

The wording of an amendment, we feel, is a matter to be left entirely in the 
hands of this committee and its staff, who are much more familiar with this 
law than we are. 

I would like to read an excerpt from a pamphlet entitled “Health Aspects of 
Aging” (addendum 8). It was written by Dr. H. B. Mulholland, chairman of 
the American Medical Association’s committee on aging and is based on informa- 
tion developed by that committee: 

“* * * Tt is common knowledge that many general hospitals are now caring for 
patients who would be better off in the less expensive structure. A committee 
under the chairmanship of Dr. Howard Rusk recently surveyed the city hospitals 
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of New York City and found that 20 percent of their patients should be in such 
an institution, where they could be cared for at rate of $6 or $7 per day as com- 
pared with the average rate of $21 in New York City hospitals. Not only is the 
cost less but they are not surrounded with sick people, but live in an atmosphere 
in Which they are stimulated to become self-sufficient.* * *” 

In addition to submitting the foregoing pamphlet “Health Aspects of the 
Aging,” I also submit the complete report, “Hospital Patient Survey,” the 
New York Foundation, New York City, 1956 (add. 9), referred to in the above 
quotation. 

I would like now to summarize very briefly why, in our opinion, the Fed- 
eral Government should facilitate the building and remodeling of nursing 
homes. 

First, proprietary nursing homes at present are caring for the vast majority 
of nursing home eases, and there is no expectation whatever that nonprofit or 
public institutions can or ever expect to take over the full responsibility for 
the aged. 

Second, because of the one-purpose design of nursing homes and their equip- 
ment, the usual community lending facilities either cannot or will not provide 
the needed financial credit. 

Third, the nursing home is a small, private, tax-paying business that is pro- 
viding a vital service to the community and is part of the economy on which 
America’s growth and prosperity is based. 

Fourth, the nursing homes are not asking for subsidies either in principal 
or interest; they will pay the going rate of interest and will repay money 
advanced to them so it can be used over and over again. 

Fifth, the nursing home that meets realistic standards, and that has the 
proper arrangements for nursing and physicians’ services, serves hundreds of 
thousands of elderly patients who otherwise would be forced to enter general 
hospitals and pay the relatively high prices that hospitals are forced to charge. 

That concludes my statement. Mrs. Rogers and I will be happy to attempt 
to answer any questions. 

ADDENDA 


1. Survey made in August 1957 listing for each State the number of facilities 
and beds in the proprietary, nonprofit and tax-supported nursing and conva- 
lescent homes, figures furnished by the States’ licensing authorities. 

2. A philosophy. 

3. Reprint of report on Manchester, Conn., experiment under auspices of Hos- 
pital Facilities Section of U.S. Public Health Service, as reported in the April 
26, 1958, issue of AMA Journal with a brief editorial in same issue on same 
subject. 

4. Reprint of article in January 1958 issue of Kentucky State Medical Journal. 

5. Report of study by the Legislative Research Commission of the Common- 
wealth of Kentucky, Research Publication No. 48, November 1957, entitled 
“Homes for the Aged.” 

6. Mongraph No. 46 entitled “Nursing Homes, Their Patients, and Their 
Care,” published 1957 by U.S. Public Health Service. 

7. Policy statement of American Nursing Home Association, adopted in 1957. 

8. Pamphlet entitled “Health Aspects of Aging,’ by Dr. H. B. Mulholland, 
chairman of the AMA’s committee on aging, page 6 referred to specifically. 

9. “Hospital Patient Survey,” the New York Foundation, New York City, 1956. 


Senator SparRKMAN. We have a statement from the American Medi- 
cal Association, which, without objection, will go in the record. 
(The statement referred to follows :) 


STATEMENT OF THE AMERICAN MEpIcAL AssocraTIon, F. J. L. BLASINGAME, M.D., 
EXECUTIVE VICE PRESIDENT 


r am writing this to express the official views of the American Medical As- 
sociation with respect to title II of S. 57, 86th Congress, which I understand, is 
now pending before your committee. Our position with respect to this pro- 
posal, which would make proprietary nursing homes eligible for mortgage in- 
surance, is one of active support. 

Our deep interest in the subject of the health care of the aged and the occur- 
rence of some significant recent developments have prompted me to mention 
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certain activities in this field before outlining the specific reasons for our sup- 
port of title II of 8S. 57. 

Since its beginning, more than a century ago, the American Medical Associa- 
tion has been deeply concerned with the medical aspects of caring for the aged. 
In recent years, however, our interest and activities in this connection have 
kept pace with the ever-increasing amount of national attention being given to 
the subject both within the Government and among groups and associations out- 
side Government. This general trend is understandable, of course, since the 
proportion of our population over age 65 is increasing at an amazing rate. In 
.1900 there were only 3 million of these elderly citizens whereas now there are 
approximately 15 million. 

For the past several years the American Medical Association has had a com- 
mittee on aging, composed of some of the leading medical authorities in the 
United States in this field, which has devoted its full effort to this problem. 
In addition there are 45 committees on aging actively at work in the State medi- 
cal societies. To facilitate and coordinate the work of these committees, a set 
of guides for their organization and operation has been developed and made 
available to them. 

As a climax to a series of five regional meetings which were held last year, 
and in an effort to prepare a positive program for use by the State commit- 
tees, an AMA National Planning Conference for Medical Society Action in the 
Field of Aging was held in Chicago on September 13-14, 1958. This conference 
was attended by over 175 people including official State medical society repre- 
sentatives from 46 States and the District of Columbia, as well as 27 State 
health departments. A copy of the official proceedings of this conference, to- 
gether with a related brochure entitled “Health Aspects of Aging” are enclosed 
for the information of the committee. 

In our consideration of the health problems of the aged we have also given 
serious thought to effective methods of financing medical and hospital care. 
In considering this facet of the problem, it should be noted that enrollment of 
older people under voluntary health insurance has increased substantially in 
recent years. In the last several years alone the percentage of coverage has 
gone up approximately 100 percent. Presently, exclusive of the approximately 3 
million older persons who receive public assistance, more than 50 percent of 
those over age 65 have some form of health insurance. Nevertheless, in our 
opinion, there is a need for further expansion of voluntary health insurance 
coverage among the aged. 

During the last year the association has conducted or participated in numer- 
ous meetings and conferences with commercial insurance carriers and with 
State and National Blue Cross and Blue Shield commissions to encourage still 
greater efforts in the development of new insurance programs and in the expan- 
sion of lower cost protection for persons over age 65. These companies, as well 
as Blue Cross and Blue Shield plans are now engaged in intensive studies de 
signed to develop new types of policies tailored to meet the needs of the aged 
ill; present retirement financing of health insurance policies with paid-up status 
at age 65; use of life insurance after 65 to pay for health care; and the applica- 
tion of deductible and coinsurance to permit coverage of costly illnesses at a low 
premium rate, among others. 

In order to stimulate further the interest of State medical societies and in- 
dividual physicians in this movement the house of delegates of the associa- 
tion approved the following resolution at its clinical meeting which was held 
in Minneapolis in December of 1958 : 

“For persons over 65 years of age with reduced incomes and very modest 
resources, it is necessary immediately to develop further the voluntary health 
insurance or prepayment plans in a way that would be acceptable both to the 
recipients and the medical profession. The medical profession must continue 
to asserts its leadership and responsibility for assuring adequate medical care 
for this group of our citizens. 

“Therefore, the Council on Medical Service recommends to the house of 
delegates the adoption of the following proposal : 

“That the American Medical Association, the constituent and component med- 
ical societies, as well as physicians everywhere, expedite the development of 
an effective voluntary health insurance or prepayment program for the group 
over 65 with modest resources or low family incomes; that physicians agree 
to accept a level of compensation for medical services rendered to this group, 
which will permit the development of such insurance and prepayment plans at 
a reduced premium rate. 
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“This recommendation has been studied and restudied by the board of trustees 
and has received its wholehearted endorsement.” 

In addition to the numerous and varied medical, scientific, and socioeconomic 
activities being pursued in this field, physicians through their associations have, 
for some time, recognized the need for additional organizational weapons to 
attack these problems. For many years the American Medical Association 
was an active participant in the affairs of the Commission on Chronic Illness, 
in cooperation with representatives of the general public, industry, labor, agri- 
culture, education, religion, social sciences, journalism, health, and welfare. 
One of a number of studies which were conducted was entitled “Nursing Homes, 
Their Patients and Their Care.” A copy of this study which was published by 
the U.S. Public Health Service, is also attached for the information of your 
committee. 

Last year the American Medical Association joined with the American Hospi- 
tal Association, the American Dental Association, and the American Nursing 
Home Association in the formation of the Joint Council To Improve the Health 
Care of the Aged. In broad outline the program of the joint council will in- 
clude a coordinated plan of research designed to— 

(a) Determine the extent, utilization, and availability of facilities and 
the economic status and resources of the aged. 

(b) Spearhead the expansion and experimentation in all types of volun- 
tary health insurance coverage for the aged. 

(c) Encourage the expansion of health care facilities for the aged. 

(d) Encourage the development of community health services for the 
aged. 

(e) Urge State and local legislative bodies to provide realistic financial 
support for medical, hospital, and nursing home care of aged public assist- 
ance recipients and 

(f) Appraise the problems of the aged who are mentally ill and provide 
an intensification of education, research, and action programs directed 
toward health problems of the aged at National, State, and local levels. 

In its work in connection with the overall medical care problems of the aged, 
the American Medical Association has long recognized the importance of proper 
nursing home facilities. For this reason the association has had a close rela- 
tionship for some time with the American Nursing Home Association to work 
toward the development of higher standards for medical care in nursing homes. 
In February of 1958 the first National Conference on Nursing Homes and Homes 
for the Aged was held in Washington. Our association was an active participant 
at that meeting. On December 16, 1958, a Conference on Nursing Homes and 
Related Facilities between representatives of our asscciation, the American Hos- 
pital Association, the American Nursing Homes Association, Public Health Serv- 
ice, and public assistance agencies was held in Chicago to discuss current activ- 
ities and projected programs concerning facilities for the chronically ill and the 
aged. The purpose of this meeting was to seek a coordinated effort on the part 
of interested national organizations. 

In addition the AMA is currently making a survey of nursing homes through- 
out the United States. The American Nursing Home Association is also engaged 
in such a project and is surveying approximately 5,000 member homes to obtain 
data on the cost of care to the patient, the type of patient in the homes, and 
the type of medical care provided. 

As an outgrowth of all of these various related activities in connection with 
the health care of the aged, our Council on Medical Service has prepared a 
six-point program the details of which are outlined in the attached brochure 
entitled ““Medicine’s Blueprint for the New Era of Aging.” 

In conclusion I should like to comment more specifically with respect to the 
provisions of title II of S. 57, 86th Congress. As stated at the outset, the Amer- 
ican Medical Association has approved and supports a Government-insured loan 
program of the FHA type for nongovernmental hospitals and nursing homes 
whether their ownership is of a nonprofit or proprietary character. 

We have taken this position because we believe there is a critical need for new 
and improved facilities tailored to the specific health requirements of older 
citizens. It is our understanding that representatives of other organizations such 
as the American Nursing Home Association have or will appear before your 
committee. They have evidence accumulated over recent years showing that they 
Cannot provide service of the desired quality or quantity because they are unable 
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to obtain the credit they need on reasonable terms to permit them to increase 
the number and size of adequate nursing home facilities. 

Under the Hill-Burton program the Federal Government has for years been 
assisting public and nonprofit institutions through money grants. It is also our 
understanding that the Federal Housing Administration is presently offering 
mortgage insurance for construction of large nonprofit institutional-type homes 
for the aged which may have a section for those needing nursing care. In our 
opinion the immediate need is for a similar program of loan guarantees for 
proprietary organizations, since according to the latest statistics over 70 percent 
of nursing-home patients are cared for in such facilities. 

In the administration of a grant program under the Hill-Burton system and 
a loan guarantee program under the Federal Housing Administration, we rec- 
ognize the desirability of cooperation; however, we believe that the loan-guar- 
antee program proposed under title 11 of the pending bill should be administered 
by the Federal Housing Administration without mandatory supervision or coor- 
dination with the Department of Health, Education, and Welfare. 

I would like to request that this letter and attachments, to the extent pos- 
sible, be made a part of the record of the hearings of your committee. If you 
or any of the members of the committee desire additional copies of the attached 
material or any further information from our association, we shall be happy to 
provide you with anything we have. 

Your willingness to permit the American Medical Association to present its 
views on the pending proposal is sincerely appreciated. 

(The attachments to Dr. Blasingame’s statement will be found in 
the files of the committee.) 

Senator SPARKMAN. We have one other group, the Association of 
State Planning and Development Agencies, Mr. William Carlebach, 
president, and oe commissioner, New York Department of Com- 
merce; Mr. Harold V. Miller, executive director, Tennesse i !anning 
Commission; and Mr. Paul Menk, executive vice president, here in 
Washington, D.C. 

Will you gentlemen come on up ¢ 


STATEMENT OF WILLIAM CARLEBACH, ACCOMPANIED BY HAROLD 
V. MILLER AND PAUL MENK, EXECUTIVE VICE PRESIDENT, ASSO- 
CIATION OF STATE PLANNING AND DEVELOPMENT AGENCIES, 
WASHINGTON, D.C. 


Senator SpakkMAN. Mr. Carlebach, we have a statement from you. 
Would you like to submit it for the record and then summarize, or 
would you prefer to read your statement ¢ 

Mr. Carvepacu. I would think, sir, taking into consideration the 
time of day, and that I have no great desire to hear my own own voice, 
that this would be an excellent way to handle it. 

I would summarize it by saying this, that in New York we feel very 
strongly about the need for a continued urban planning assistance— 
section 701—program. We feel very strongly also that there should 
be no weakening of the part that State planning agencies play in the 
program. 

We feel that any change in the law which would enable a State or 
the administration in Washington to bypass a duly constituted plan- 
ning agency should be studied with great care. We feel that there 
should be an increase in the amount of funds available under the 
section 701 program and I would say, Senator, that an aspect of 
planning assistance that is very frequently overlooked is the great 
effect that planning has on the small businesses of our country. 
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Senator SPARKMAN. You know, of course, that the bill that I intro- 
duced carries $10 million as does the administration bill. I am not 
sure Whether Senator Clark covers that or not, but both bills, mine and 
the administrative bill, carry the same amount, $10 million. That is 
the amount that we or iginally had; as you know it is practically used 
up now. j 

Mr. CarRLEBACH. Yes, sir. 

We feel that while we go on record in this statement as favoring the 
$10 million sum that perhaps we are thinking in terms of how much 
quicker 510 million will again be needed. In other words, the $10 
million last time went for 4 years, we don’t believe the $10 million 
would be enough for 4 years. It would be enough, however, for the 
immediate needs of the country. 

Senator Sparkman. It really went 5 years, counting the present 
fiscal year. 

Mr. CarLeBacH. Yes, sir. 

Senator SparKMAN. And it may very well be that there will be a 
step-up. If these programs of urban renewal and particularly if 
there is a step-up in community facilities and things of that kind, 
need for community facilities and ability to finance them, undoubtedly 
it will step up. We watch it all the time and if a need should develop 
within a year or 2 years or 3 years this committee is always available 
to recommend to the Congress the replenishing of the funds. It has 
been a good program and it is a relatively small program. A total of 
only $10 million over a period of 5 years but it has been of tre- 
mendous benefit, particularly to the smaller cities and towns that 
ordinarily are not able to finance themselves in the securities market. 

Mr. Cartesnacn. That is correct. 

Senator, I would like to point one thing out that appears in the 
testimony and that is we have been increasingly unhappy with recent 
rulings of the HHFA in connection with the handling of existing 
funds. Their decision to allocate funds equally between regional 
planning and small community planning within the States has seri- 
ously harmed small community planning in New York for one, and 
Lam sure that it has also set it back in other communities. This is 
offered in some detail in the statement. 

Senator SpaRKMAN. Fine. Anything either one of you gentlemen 
want to add ¢ 

Mr. Miuier. I am Harold Miller, executive director of the Ten- 
hessee State Planning Commission. 

In relation to the funds and the past appropriation I would respect- 
fully call attention to the fact that although the original appropria- 
tion was made in connection with the Housing Act of 1954 it was 
some more than a year until any of the funds actually became available 
for use in the several States. 

The program got underway slowly. Actually Alabama, Tennessee, 
Pennsylvania, and I think Mr. Sydney Edwards in Connecticut, were 
ready to do some work, but a great many of the States needed to make 
adjustments i in their laws, in their administrative organizations, and 
finally in their appropriations so they could participate. 

It is my understanding that there are 29 States now actively par- 
ticipating and that about 40 have their houses in order so far as quali- 

ying is concerned and, of course, this is the season of many of the 
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State legislatures meeting, and I am sure that appropriations will be 
forthcoming in a number of those legislatures in anticipation of con- 
tinuation of this program. 

I believe that in hearings about a year ago either the wrong ques- 
tions were asked, or the right questions were asked of the wrong 
people, so that this committee or a kindred committee did not get the 
full facts of life regarding the manner of these funds being used. 

_ It was my understanding that the question was asked of a Federal 

official as to whether the administration proposal was sufficient, and 
what could he say except “yes.” Whereas if he has been asked how 
are the applications coming in relation to the amount of money on 
hand, the answer would have been quite different; well, it would have 
been quite enlightening, he being in a position of needing to tell the 
truth in answer to the specific question. 

The facts of life are that as of December 17, 1957, there were suf- 
ficient applications on hand to equal the total appropriations through 
June 30, 1958, and I am sure that applications slowed down in their 
rate of presentation because of the knowledge that the available funds 
were already exhausted, however, enough applications did continue 
to come in so that when the 1959 appropriation, that is the appropria- 
tion actually made in August 1958, became available it was necessary 
for HHFA to make some decision as to how those funds were going 
to be allocated. 

In our case when the formula was applied and our applications 
returned to us for pruning, we reapplied for the amount that we 
would be permitted under the formula and it was substantially less 
than we could have constructively used. 

The States across the country and the localities, too, have risen very 
substantially to this urban planning assistance program. It truly has 
measured up as an incentive program of the Federal Government. 

In our case, for example, our State appropriations for fiscal 1954 
and fiscal 1955, made on a biennial basis, were $128,250 per year for 
the State planning commission. It was during that biennium that 
our program was dignified by recognition of a Federal program, and 
this was the principal cause for the State appropriation being raised 
to $165,000 a year. 

In Federal money that is not much, but percentagewise it was a sub- 
stantial increase. For fiscal 1958 and 1959, our State appropriation 
was $200,000. The State has responded tothe stimulus, but the State’s 
response is still not as sweeping as that of the localities. We were 
able to render greater service to them and their contributions have in- 
creased from the magnitude of $17,000 or $18,000 per year until now 
their contribution is in the vicinity of $75,000 a year. 

May I offer recommendations under five headings: 

1. I would beg you gentlemen to continue this program until the 
entire Congress deliberately says that is all, there is not going to be 
any more grants of this kind. In our case we are stretching the tax 
dollar very far by operating entirely by force account. For us to 
bring a staff together 1 year, lose it, reassembled a staff next year, 
is not good. 

2. I would recommend reasonable financial support, and when I say 
“reasonable,” I would respectfully suggest a $25 million authorization 
looking toward perhaps $714 to $10 million in appropriations by 
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this 1st session of the 86th Congress. In that range will be amounts 
that the States and the metropolitan areas can constructively use and 
vet there will not be extra money lying around to attract unemployed 
interior decorators or others who come forward and call themselves 
city planners. 

3. I would very much underscore the idea of keeping the States in 
the picture. The Federal Government needs strong States and the 
municipalities are the creatures of the States. There are several of 
the States, I understand, where the State has not made provision for 
the benefits of this program reaching down to their localities. In 
those cases if latitude were provided for the Governor to simply desig- 
nate an appropriate instrumentality within State government as the 
chosen instrument for service to those communities, that should easily 
open the gates for action in these areas. 

Make no mistake about it, when it is possible for the individual local 
communities to apply directly to the Federal Government it will mean 
much more in the way of staff built up in Washington and more people 
poring over papers. Communities that are not particularly acquainted 
with the program will find it difficult to do a job, and it will take a 
lot of overhead to do anything approaching it. 

4. I would certainly recommend the upping of the small community 
definition to 50,000 population. There are already definite provisions 
for metropolitan areas. Now between the 50,000 lower limit, defined 
as metropolitan areas, and 25,000 previously employed, there is an 
urban no man’s land so far as this program is concerned. 

5. I would recommend some broadening of the statutory or admin- 
istrative definition of planning. For one thing it has been mentioned 
earlier that much of the work has been on a project basis. I recognize 
the administrative convenience of making a contract with an agency 
or a third party to develop a particular study that can be put between 
covers and be a tangible product of that contract, but that document 
can gather dust fast if there is no followup in the way of helping the 
community leadership translate that document into the grass and 
concrete and whatnot that means an improved community. . 

So if there were latitude for more in the way of followup, it need 
not be a great percentage. Followup is vital in the community. 

I would Whe to see also a bit of broadening in the definition of 
planning so that it might include long-range capital improvements 
planning and related work that is necessary to translate it into the 
“Pp and woof of the community. 

Thank you. 

Senator SparkMAN. Thank you, Mr. Miller. 

Mr. Menk? 

Mr. Menx. Senator Sparkman, Senator Proxmire, I perhaps should 
tell you a little bit about our organization 

Senator Sparkman. You had better recognize the other side. 

Mr. Men. Senator Bush. I am sorry, Senator. 

I should tell you a little bit about our organization so you under- 
stand precisely to whom you speak. Each of our members speaks as 
amember of a State administration and not as an individual. I say 
this particularly to Senator Bush because as an association we do not 


take any positions on pending legislation. Each member speaks for 
his State. 
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Our association is made up of the 49 State planning and develop- 
ment agencies. In the State of Connecticut, the Connecticut Devel- 
opment "Commission ; in the State of Alabama, the Alabama Economie 
Development Department; in the State of Wisconsin, the Wisconsin 
Department of Industrial Development. All of our members have 
either as a part of their function or as a separate function, planning. 
We have felt as an association, and I think I ean speak fairly authori- 
tatively on this subject, that a comprehensive approach to planning 
- isa desirable thing. 

Up to now we have had what amounts to project planning. Each 
individual piece of planning is handled on a separate basis, a sepa- 
rate town, a separate bloc :k, sometimes a separate metropolitan re- 
gional area and occasionally a county. 

Most of our State planning agencies, with the substantial increases 
in their populations and the problems which have come into being 
largely through urban development, have experienced growth beyond 
political boundaries, so we feel that cognizance should be given to 
State planning as a concept, on the ground that if we do not do so, 
we are going to get statew ide piec emeal pl: inning. 

Tam sure most of you are familiar with the concept of compre- 
hensive planning from the Senate District Committee hearings. 

There are two or three technical points in the pending legislation 
which I should like to refer to. 

I should say that the Sparkman bill is most acceptable as it stands, 
but we do have some comment on the Rains bill and the Clark bill 
which I believe will be considered by the committee, now and later, in 
conference, 

Page 57 of the Rains bill, which is paragraph (3) of section 413, 
states : 

In any State where there is no State planning agency empowered by law, or 
any agency or instrumentality designated by the Governor of the State, to re- 
ceive and administer the planning grants provided for in the first sentence of 
this section, such a grant may be made directly to any city or other municipality 
described in such sentence upon application therefor filed by it with the Adminis- 
trator. 

Offhand it would seem that this section would not be undesirable. 
There is one feature of it, however, that I should speak to. We, of 
course, are interested in the perpetuation of State planning agencies 
because we feel they are a desirable thing. There are three States, I 
believe, to which this section would apply : Kansas, Michigan, and 
Ohio, the Governors of which have not seen fit to create planning 
commissions or the State legislatures have not enacted the necessary 
enabling legislation. 

This section would make it possible for these States to receive grants 
directly from the HHFA Administrator rather than utilizing a 1 State 
planning commission, and the effect of this particular section would 
be that all of the other 46 States would then be in a position to say we 
do not need State planning agencies for the purpose of receiving Fed- 
eral urban planningsassistance grants. The overwhelming majority 
of our membership believe this would be an undesirable thing. 
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Another section which I should like to comment on is paragraph (1) 
of the same section, 413, on page 56, where it uses the following lan- 
ounge : 
by inserting after “planning agence ies” in the first sentence the following: “, or 
to an agency or instrumentality of government designated by the Governor of 
the State and acceptable to the Administrator as capable of carrying out the 
intent of this section,” ; 

We believe that this particular section will probably satisfy the 
needs of three of our States; Kansas, Ohio, and Michigan, and that it 
would be possible for them to receive urban planning assistance grants 
by utilizing this section. 

You will note that it is also necessary under this section that the 
Administrator of Housing and Home Finance Agency have submitted 
tohim plans that are ae cept: able. 

The other element I want to mention is the increase to 50,000, that 
is from 25,000 to 50,000, which would permit grants to be made by 
State planning agencies upon approval to cities “of 50,000 population, 
which currently cannot be done. This merely recognizes that no 
census has been taken since 1950 and a great number of these cities 
have now gone from 25,000 to 50,000 or above in that period of time. 

I will speak briefly to one other section. In the Clark bill, which is 
S. 198, on page 18 there is a section which says: 
by striking the period at the end of the first sentence and inserting the follow- 
ing: “: and the Administrator is authorized to make such planning grants 
directly to cities and other municipalities having a population of less than 
50,000 according to the latest decennial census, except where the State planning 
agency certifies that a planning grant will preclude or impede planning on a 
metropolitan or regional basis in the metropolitan or regional area of which 
such city or other municipality is a part.” 

The feeling of most of our members that I have consulted is that 
they find it difficult to understand what was meant by this section. It 
puts our members in the position where the State planning agency 
must say to the cities in effect you cannot have this planning grant 
because it will preclude or impede planning on a metropolitan or 
regional basis. 

We find it difficult to understand how any planning grant could 
preclude or impede planning, and should like to be made aware of 
the reasoning behind this ‘partic ular section. Senator Clark has 
agreed to provide us with the basis for this particular section. 

In closing my statement I should like to say further that we hope 
that some cognizance will be taken of the relative urgency of projects. 
There is nothing in the current legislation to take into consideration 
what projects should be done first, and this is the crux of compre- 

lensive, versus piecemeal, planning. 

Unless the State planning agencies and everyone concerned with 
the public works planning shelf of the Federal Government takes 
into ¢ onsideration the relative urgency of individual projects, we find 
ourselves in the position where we don’t know what project should 
be approved first. This is why we believe that it is not possible to 
approach planning on strictly a local or project basis, that one must 
ook at it as a national problem, and a problem in which 2 priority 
system is mandatory. 

Now, in order to do that—— 
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Senator SparKMAN. Wouldn’t that vary from area to area ? 

Mr. Menx. The necessity for it ? 

Senator Sparkman. Any system of priority. What might be top 

priority in Alabama might not even be a problem in Washington 
State. 

Mr. Men. That is quite possible, but under the proposed legisla- 
tion the Alabama Planning Commission would have an opportunity 
to decide what projects under urban planning assistance grants should 
be considered on a priority basis against another Alabama project—— 

Senator Sparkman. But I thought you said nationwide? 

Mr. Menx. Yes. There is a public works shelf which is designed 
largely for emergency economic conditions, and we feel as State plan- 
ning agencies that this shelf should reflect the needs of the Nation and 
should be concerned with all public works whether it happens to be a 
street, a sewage system, or a water pollution control project. 

Senator Sparkman. There might be water pollution control proj- 
ects in my section and water resources projects in other areas. 

Mr. Mens. The objective, Senator, would be to have the State plan- 
ning agencies consult with everyone at the Federal level who is con- 
cerned with the public works planning shelf so that each level of goy- 
ernment would have the merits of its projects considered, rather than 
having them considered on some basis other than that of relative 
urgency. 

I perhaps should have said that a synonym of relative urgency is 
comparative need. 

One of our association’s major objectives is the use of a comprehen- 
sive approach to planning. 

The Association of State Planning and Development Agencies 
wishes to thank all the members of the committee for their time and 
consideration this afternoon. 

Senator Sparkman. Thank you, gentlemen. 

By the way, I think it may be well in connection with this to place 
in the record the figures regarding the use of section 701 funds here- 
tofore. I think it may help us in the consideration of that. 

(The table referred to follows :) 


Amount of applications approved and the amount committed for fiscal years pursuant 
to the sec. 701 program 
[Total authorization, $10,000,000] 
Amount a Applications 


propriate approved 
by Congress 


Cost of ap- 
plications 


1 Figures represent the 1st 6 months of fiscal year 1959, or as of Dec. 31, 1958; agency had on hand as of 
Dec. 31, 1959, some 65 pending applications, aggregating $1,616,894. 


Mr. Menx. We have already used, Senator, as you know, $9,025,000 
of the total 701 authorization. 
Senator SparKMANn. $9,025,000. 


Mr. Me 
the appro 
submitte 
assistance 
authorizat 

Senator 
estimate « 
the other 
decided u 
have subi 

Mr. Mi 
ence betw 
request, 1 

sae 

Mr. M 
appropr! 

il Ju’ 

next mor 

Senate 
up easily 

Iam ce 

just to h 

that on 

tional f 

Iam 
budget. 
We h 
plannin 
a staten 
this in t 
(The 








HOUSING ACT OF 1959 371 


Mr. Menx. $9,025,000. One of the things that concerns us from 
the appropriation standpoint is that in the administration budget as 
submitted earlier this week, no mone,’ was asked for for urban planning 
assistance, other than the $975,000 which was the balance of the 
authorization. 

Senator Sparkman. I was going to call attention to the budget 
estimate of $975,000 which is simply the using up of the balance of 
the other funds. At this time apparently the administration has not 
decided upon asking for an appropriation in the budget which they 
have submitted, but I am quite certain there will be a supplemental. 

Mr. Menx. The administration has said they would use the differ- 
ence between $975,000 and $3,250,000, as a supplemental appropriation 
request, namely $2,275,000.. 

enator SPARKMAN. The spending shown in the budget is $2,275,000. 

Mr. Menx. Our concern arises primarily from the fact that the 
appropriation bill based on the current budget probably will not pass 
until July or August, whereas the authorization will probably pass 
next month at the latest. 

Senator SpaRKMAN. That doesn’t matter, a supplemental can come 
up easily before the appropriation bill passes and I am sure that it will. 
Iam certain the administration doesn’t want to ask for $10 million 
just to have the authorization lie there with a backlog of applications 
that on December 31 was $1,616,894. They would have to have addi- 
tional funds in order to take care of the backlog as of this date. 

; — quite certain there will be a supplemental estimate from the 
udget. 

We have a statement from Mr. William S. Bonner, head of the city 
planning division of the University of Arkansas on this subject, both 
a statement and a summarization of recommendations. We will place 
this in the record at this point. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM S. BONNER, HEAD, CiTy PLANNING DIVISION, 
UNIVERSITY OF ARKANSAS 


POSITION OF UNIVERSITY OF ARKANSAS IN RESPECT TO URBAN PLANNING ASSISTANCE 
GRANT PROGRAM 


1. Increase in size of small cities eligible for urban planning grant assistance. 

(a) No objection to 50,000 population figure but 25,000 figure is adequate and 
fills important need. 

2. Direct grants to small cities. 

(a) Direct grants to small cities should not be permitted. 

{b) State has responsibility of having an agency that can guide small cities 
in respect to developing adequate planning program. 

(c) Direct grants would impair efficient and effective administration of the 
program. 

(d) States that have designated agencies to administer local planning assist- 
ance may see no need to continue them. 

8. Grant authorization. 

(a) Increase to $20 million as suggested in Senate bill 57. 

4. Grant appropriation. 

(a) Make available for use in fiscal 1959 the remaining $975,000 of the original 
authorization. 

(b) Recommend appropriation of $5 million for each of the next 2 fiscal years. 
(This is the amount I believe can be handled adequately each year with the 
planning resources available.) 
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PRELIMINARY STATEMENT ON LOCAL PLANNING ASSISTANCE IN RESPECT TO 
STATE AGENCIES AND SMALL COMMUNITIES 
(By William S. Bonner, City Planning Division, University of Arkansas, 
January 1950) 


Small communities—that is, those outside of metropolitan and urbanized areas 
and especially those under 25,000 population—are in need of adequate guidance 
in respect to their future growth and development. In most instances, it is these 
communities which lack adequate resources for undertaking a successful plan- 
ning program. There is a lack of qualified technical and professional personnel 
in public office and problems are encountered on a day-to-day basis with little or 
no thought to future needs and objectives. 

To aid these small communities in the solution of their problems is of major 
concern to the future of the States. The problems of the small community are 
hot as complex or the solutions as difficult in comparison to those of the large 
city. The main need is to make available to the small community a means for 
transmitting planning know-how in terms that public officials and civie leaders 
can grasp. This includes not only the mechanics for doing the job but also the 
reasons. 

The history of planning in small communities generally has been one of failure 
and frustration. Planning commissions were created but ceased to function 
because the members did not know or understand their duties. If the city was 
fortunate enough to secure funds to retain a planning consultant, the planning 
commission usually sat back and awaited his report and plan with great anticipa- 
tion, only to find that when the plan was before them, they still did not know how 
to transmit its contents to the people for acceptance and to the city council for 
implenrentation. 

Planning is a governmental responsibility and function. The primary pur- 
pose of planning is to provide a guide, pattern, or framework by which growth, 
development, and change may take place, and to develop programs of action to 
meet the current needs and problems of a community. 

For planning to be effective it is necessary that those concerned with plan- 
ning—the planning commission, public officials, and civic leaders—understand 
the purposes and the statutory requirements for planning. It is also important 
that the duties and functions of the planning commission and of local govern- 
mental bodies in respect to planning be clearly defined and understood. The 
primary responsibility of the planning commission is to know existing and long- 
range needs and conditions of the area for which it plans, to be informed in order 
that it can make planning decisions, and to carry the planning program to the 
others concerned, i.e., the public officials and the civic leaders of the community. 
In essence, the success and effectiveness of planning rests upon the acceptability 
of the plans and of the measures necessary to carry out plans to the local citizens. 

An effective planning program can best be built in three phases—the initial 
phase, the planning phase, and the administrative or continuing phase. 

Initial phase.—This is the phase in which the planning commission makes a 
detailed study of the statutory requirements for planning and seeks a compre 
hensive understanding of the duties and functions of the planning commission 
in developing its program. 

This phase is also concerned with the preparation of adequate maps for the 
collection and presentation of planning data and the undertaking of a planning 
survey to determine, among other things, the uses of land and buildings and the 
conditions of structures and streets, and to assemble information in respect to 
the physical characteristics and existing improvements of the community. In 
addition, information in respect to the social and economic characteristics is 
secured. 

Planning phase.—This phase is concerned with the analysis of planning data 
(physical, social and economic) collected and with the preparation of plans and 
of regulations to implement the plans. Major items in this phase of the program 
include preparation of a land use plan, a master street plan, zoning ordinance, 
subdivision regulations, establishment of building setback lines, and similar 
items. 

Administrative phase.—This is the continuing phase of the planning program. 
The emphasis here is on the administration of plans and the undertaking of 
special studies and reports on specific areas or problems that may arise in 
carrying out the general plans and regulations. This phase includes reviewing 
subdivision plats, hearing requests for zoning changes, annexation studies, park- 
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ing and traffic circulation studies, preparation of improvement programs, and 
renewal and redevelopment planning. The effectiveness of the planning phase 
of the planning program depends upon the continuing efforts of the planning com- 
mission in this phase. 

The phases outlined above are important if planning is to be an effective force 
in meeting the needs of communities and in guiding future development along 
sound, orderly lines. 

The major problem is how the smaller city is going to undertake such a pro- 
sram. The answer in most cases is outside assistance. There should be avail- 
able within each State an agency which has the responsibility for providing 
assistance in planning. This State agency should provide assistance consisting 
of information, development of a planning program, and the actual provision of 
assistance. 

Information—The State agency should, by visits of staff members and 
through publications, disseminate information on planning. This information 
includes the objectives of planning, how to organize for the planning function, 
and suggested ordinances and formats of agreements for establishing the plan- 
ning function. 

Development of planning program.—Once a planning commission has been 
established. staff members of the agency should be available to discuss the 
statutory requirements in respect to planning, the duties and functions of the 
planning commission, and to develop a planning program to meet the objectives 
of the coinmunity. 

Provision of assistance.—The State agency should maintain on its staff quali- 
fied individuals to assist planning commissions in undertaking the various phases 
of the planning program. Assistance may be provided either as a State service at 
no cost. at a nominal fee, or on a contractual basis with the State agency being 
compensated for services rendered. 

With the enactment of the Federal Housing Act of 1954, which contained 
provisions for urban planning grant assistance under section 701, interest in 
local planning on the part of small cities has shown a marked increase. 

Since the inception of the Federal urban planning grant program, States have 
qualified for grants in three different ways. 

The first method has been qualification of a State agency with an existing 
planning assistance program (normally found in planning or development 
agencies ). 

The second method has been qualification of an existing agency within the 
framework of State government even though that agency had not previously 
been engaged in planning assistance activities. 

The third method has been to establish a new State agency or department that 
qualifies for the grants. 

In some instances the emphasis of the State has been only to qualify for the 
grants, not to establish an agency whose objective could include a continuing 
program of planning assistance as outlined above. 

If the purpose of section 701 of the Housing Act of 1954 is to encourage the 
establishment of State agencies whose purpose is to provide planning assistance 
to local communities, then the administration of the program should reflect 
this purpose. While it is difficult to set standards for assistance that should 
he rendered, the State agency should be able to demonstrate that it has staff 
and funds to carry out an assistance program and, once operating, to present 
satisfactory evidence that it is of service to the local communities of the State. 

The principal danger today is that 701 urban planning grants in some States 
are becoming synonymous with planning assistance. Thus, if the Federal grants 
are discontinued, the State program will become nonexistent as it has not 
carried on as 2 continuous service function. 

The following should be the criteria for an effective local planning assistance 
program conducted by a State agency. 

1. The State agency should provide information on the nature and scope of 
planning. 

2. The State agency should assist a community in analyzing the planning 
program it should undertake with the resources available. 

3. The State agency should maintain on its staff qualified individuals in 
planning who can render technical assistance in planning through a contractual 
relationship between the State agency and the local community. 

4. The local community should accept the financial responsibility for technical 
Services provided by a State agency. 
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5. When the State has available funds that can be utilized in the technica} 
phases of a planning program, as urban planning grant funds, these funds shoald 
be utilized to help expedite the program, but not as the basis for having a 
program. 

Senator Sparkman. Any further questions? 

Senator Proxmire. I would like to ask just a couple of questions, 

Do you have any figures or any tables showing the participation 
_ of the various States in this program ? 

Mr. MENkK. Yes, sir; we do. 

Senator SparKMAN. I didn’t get a copy of your statement. 

Mr. Menk. We have a fact sheet which I will be very glad to supply 
you with. That will show you in effect all of the details of the 
participation of all of the States. 

(The information referred to appears on p. 742.) 

Senator Proxmire. And I would appreciate it if you would give 
me some picture of the difference in kind between the State develop- 
ment agencies in some cases and economic development, if you get 
what I mean, in others. I know in some States it 1s pretty rudimen- 
tary in the kind of planning that they have. If you can, would you 
give me some picture of how far this has gone throughout the Nation. 

Mr. Menx. Senator, we can give you a copy of the budget of the 
State planning function as well as the development function which 
will give you an idea of the relative importance of the two. 

Mr. Miter. Could I offer a comment in direct reply ? 

Senator Proxmire. I would appreciate very much if I could see 
how that is drawn since 1954 or 1955, the start of this. 

Mr. Miter. I won’t pretend to give you that here, Senator, but 
let me say this: As of 15 years ago almost every State had a State 
planning agency. One after another of those began to move in the 
direction of economic development as a primary emphasis. The 
swing was running strongly in that direction and the dollar sign was 
running far ahead of logical community development until section 701 
lent new dignity to the planning function under the sponsorship of 
States. So that now—— 

Senator Proxmire. Will you say that again? Iamsorry. You say 
what was running ahead ? 

Mr. MItter. The pursuit of the dollar sign in the way of getting 
new industry, a very popular activity. 

Senator Proxmire. That is what I was concerned about. 

Mr. Mitter. Was running very strong, and the orderly logical com- 
munity development was in many instances falling far by the way- 
side, meaning Steahen for the future, meaning slums for the future, 
meaning terrific public works expense for the future, because things 
were not being planned and done right as community growth was 
occurring. 

Section 701 helped to bring those two elements of planning and 
economic development back into a reasonable state of balance. 

In some instances the planning agencies strengthened their develop- 
ment functions. In some instances where the development function 
was already paramount in the State agency the planning part of it 
was threshed out. I think in New York section 701 has tended to 
swing the pendulum somewhat back 

Senator Proxmire. Would you say that in virtually all cases the 
planning function is now substantial ? 
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Mr. Mitxer. It is too early to make that broad a statement, Senator, 
because in a number of these States they have had to start almost 
from the ground up. It has been a matter in many instances of get- 
ting new legislation or amended legislation in order to have a plan- 
ning agency of a statute recognized by HHFA. Then, too, there 
have been delays in the getting of appropriations, in the reaching of 
agreement with the communities, and it is in the snowballing stage 
in many States rather than having arrived in many States. 

Senator Proxmire. I have in front of me a list which I have just 
received entitled the section 701 total program through November 30, 
1958. Some 30 States are here, some 18 or 19 States are missing, in- 
cluding Wisconsin. What does that mean ? 

Mr. Cartesacn. Well, basically what the means is that the States 
that are not yet listed are States that are just now ready to start or 
not yet ready to start participating because it has taken them this 
long to create either a climate under which planning is accepted in the 
communities—and this is particularly true in the more conservative 
communities—or it means that the legislatures in the States have not 
passed the required legislation to set up an organization that HHFA 
will recognize. 

Senator Proxmire. That means that 18 or 19 States are taking no 
part in the program ¢ 

Mr. Carvesacu. That is right. 

Senator Proxmrre. An receive no benefits ? 

Mr. Cartesacu. That is right. To give you an example. In New 
York in regard to the Housing Act of 1954; when I went to Albany 
in March of 1955, the legislation had not yet been submitted to the 
legislature. We got something together as quickly as we could, but 
too late for that session, which ended at the end of March. It was 
another year before legislation could be drafted to enable New York 
to participate in the program, so that we are really only now begin- 
ning to roll, so to speak. 

In Wisconsin I would presume that they are a year or 2 years be- 
hindus. That is what those figures mean. 

Senator Proxmire. I see. 

_ Mr. Mixxer. I just simply comment that some of your State people 
in Wisconsin have been in correspondence with me asking for copies 
of our legislation, data regarding our budgets, our method of opera- 
tion, and that sore of thing. I assumed for the purpose of preparing 
a legislative program. 

Senator Proxmire. I see. We have a new, vigorous, young Demo- 
cratic administration in Wisconsin now for the first time in 25 years. 
Maybe we can take full advantage of that. 

Mr. Menx. I believe you have an application pending. You have 
several pending before the Housing and Home Finance Agency 
today, from Wisconsin. You have, of course, a new adminstration 
up there, and I assume that you will have a new development pro- 
gram as well. 

Senator Sparkman, I wonder if I could make one more comment. 
You mentioned the fact that there were some million two hundred 
fifty thousand or thereabouts applications pending before Housing 
and Home Finance on urban planning assistance. I should say to you 
that on the first of November the Administrator or urban planning 
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assistance returned to all of our State members all of the applica- 
tions for the purpose of reviewing them because of a new allocation 
formula which came into operation which put very severe limitations 
on the total amount which could be allocated to any given State. 

You have money allocated to you by the State as a ceiling on the 
amount, so that figure does not really reflect the actual number of 
applications which would be pending if those applications had not 
. been returned. 

Senator SparkMAN. May I say I did not offer it to show that. I 
offered it to show that the budget figure was not sufficient to cover 
the applications and that it w ould require a supplemental budget to 

take care of those applications already on file. 

Mr. Menx. That is right; in Alabama, for example, the State, of 
course, had m: nade available the 50 percent and the Federal Govern- 
ment, they were hoping to achieve the 50 percent from the Federal 
Government, for example, and they had encouraged and, of course, 
had gotten the State legislature to provide the money. This is the 
first time in 4 years, this is the fifth year of the program, when the 
available funds have not been adequate to meet the needs of the 
program and in order to get an accurate figure of the demand we have 
made as an association a survey of all of our State members to deter- 
mine the volume of applications that have been filed and returned 
and those pending for the next 18 months, and our figure is $10 
million for that period, which I believe is an accurate appraisal of 
the demand for urban planning assistance. 

Thank you very much, sir. 

Thank you, gentlemen. 

(The prepared statement of Mr. Carlebach follows :) 


STATEMENT OF WILLIAM D. CARLEBACH, ASSOCIATION OF STATE PLANNING AND 
DEVELOPMENT AGENCIES 


Mr. Chairman and members of this committee, it is a privilege to appear before 
you to discuss the urban planning assistance program and the experience of New 
York State under that program. 

As a participant in local and State government activities for over a decade, 
it has been my observation that effective planning on the local level is the great- 
est protection the taxpayer can have. It is also the primary method of assuring 
that the benefits of our rising standard of living are not lost through congestion, 
inadequate sewage disposal, inadequate zoning controls, failure to anticipate 
local school needs, expanding slums, haphazard growth, and many other ills 
which can beset the suburban as well as the urban areas of our country. 

The Census Bureau estimates that by 1975 the country’s population will have 
grown to 225 million. By the year 2000 it could be approaching the 300 million 
mark. There is general agreement that most of this population increase will 
take place around our urban centers and in what are known as metropolitan 
areas. The problems of municipal housekeeping will grow tremendously as our 
population expands. It is essential that there be a steady increase in the plan- 
ning of land uses, downtown business and shopping areas, downtowr parking 
programs, urban arterial highways, industrial land use, local school expansion, 
water and sewer facilities, parks and recreational facilities, slum clearance, and 
other concerns of municipal government. Municipalities in New York State, 
as well as in the rest of the country, are groping for new and better solutions 
to their growing problems. 

The Constitution of the United States lays upon the State governments the 
responsibility for municipal government. As municipal problems increase, the 
ability of State governments to help with these problems must also increase. 
I am glad to report that in New York State there has been a steady growth in 
the concern of the State for its municipalities and in the ability of the State to 
offer assistance. One of the functions of the division of State planning, estab- 
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lished by Governor Lehman before World War II, was to assist municipalities 
with problems of locai planning and zoning. In 1944 under Governor Dewey, 
this division became a part of a new Department of Commerce in the State 
government. This department has continued to assist municipalities with pro- 
fessional advice and technical guidance. It has prepared a number of valu- 
able technical publications for local officials. The State division of housing 
has worked with municipalities in slum clearance problems. The State depart- 
ment of health, the department of audit and control, the department of public 
works and many other departments continually assist local governments with a 
variety of problems. Two years ago, the State iegislature established a joint 
legislative committee on metropolitan areas study. This committee has recom- 
mended the establishment in the executive branch of a special division to assist 
local governments with their problems. Governor Rockefeller, in his first mes- 
sage to the legislature, has called for the establishment in the executive branch 
of an office of local government to assist in development of policies with regard 
to metropolitan problems. Governor Harriman had suggested the development 
of a somewhat similar unit in the department of commerce. I recite these 
activities so that you will know that State government is mindful of its responsi- 
bilities and is moving forward to meet them. Nor is New York State alone in 
this regard. Many other States are taking comparable steps. We are learning 
from one another. 

Despite the many activities, of State governments and of local municipalities 
to meet these problems, Federal taxing powers are essential to the effective 
solution of urban and metropolitan problems. These powers are not only much 
greater than those possessed by our State and local governments; they also 
avoid tax competition among the States. Industry looks carefully at the tax 
burdens they are called upon to pay. If one State attempts to raise all the 
money it needs ior urban planning und urban renewal, it May well create such 
a tax burden that industry will be discouraged from expanding in that State. 
States which neglect these problems temporarily may enjoy a smaller tax 
burden. For a while this will affect the movement of industry. With the 
current keen interest in industrial expansion shown by the executive and leg- 
islative branches of State government as well as by the voting public, a tempo- 
rary discouragement to industrial expansion can be enough to prevent the de- 
velopment of an adequate State program. In the long run, I believe the State 
which properly meets its metropolitan problems will be the State with the low- 
est tax burden in terms of value received per tax dollar spent and with the 
greatest attractions to industry; but it takes a period of years for this invest- 
ment to pay off. 

A Federal tax program, however, has no influence on the shifting of industry 
from one location to another. Federal assistance for urban planning and urban 
renewal is therefore essential. 

As a grant-in-aid program, the urban planning assistance program under 
section 701 of the Housing Act of 1954 has provided a great stimulus to local 
planning in New York State. To increase the incentive, Governor Harriman 
proposed to the legislature in 1956 that the State also provide some matching 
funds. In the last 3 fiscal years, the New York State Legislature has appro- 
priated $425,000 to match local contributions. These together would be matched 
by thte Federal contribution. 

Practically the full amount of State funds has been allocated to the various 
localities, but they cannot become effective until the Federal grant has been 
approved. So far only $394,150 has been allocated by the Federal Government 
in the Federal-State matching program. An additional $25,750 has been allo- 
cated for a 50-50 matching program with Rockland County. 

Section 701 provides that in granting assistance to small communities (defined 
as communities under 25,000) the Federal funds shall be administered by a State 
planning agency. In New York State, the Department of Commerce has been 
designated as the State planning agency for this purpose. Its long experience 
in assisting communities with planning problems has enabled it to move ahead 
rapidly with this program. Over 20 master plans for small cities, towns. and 
Villages have been completed under this program. Thirty more are in }~ \cess 
of preparation. Applications from over 50 more communities have been ap- 
proved by the State and are awaiting Federal review. 

The requirement that these funds be administered by a State planning agency 
is an incentive to every State to accept its responsibilities with regard to 
municipal government. It would be a tragic error if this incentive were to be 
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eliminated. One criticism I have of the urban renewal and planning legisla- 
tion before your honorable body is based on a provision that not only would 
remove this incentive but would weaken existing State planning agencies, | 
refer to section 115(3) of S. 193 whereby the Administrator would be an- 
thorized to make grants directly to cities and other municipalities having a 
population of less than 50,000 except where the State planning agency certifies 
that a planning grant will preclude or impede planning on a metropolitan or 
regional basis in the metropolitan or regional area of which such city or other 

_ municipality is a part. I believe this would be a harmful modification of the 
existing law. 

The experience of the New York State Department of Commerce in ad- 
ministering the 701 program will illustrate what a State planning agency can 
contribute. The department carries on a continual program of publicizing the 
701 program through letters to the elected heads and the planning board chair- 
man of every municipality, through speeches before associations of municipal 
officials, through newspaper releases, through technical documents and through 
personal contact. The department reviews the qualifications of professional 
planners. In New York State planning assistance is not provided directly by 
the department but by contract with independent professional planners or with 
accredited county planning staffs. While a planning progarm is underway the 
department carries on a continual process of inspection. Members of the de 
partment visit the consultant’s office and also meet with the planning boards 
in the municipalities to discuss and observe the progress of the program. The 
department provides advice on population and economic base studies and on iden- 
tification of industrial sites. For this purpose, other specialized branches of 
the department are utilized. As a result of these continual contacts, the de- 
partment is able to lend its advice and assistance to both the community and the 
professional planning consultant. 

Were the Federal Government to contact all of these local communities di- 
rectly it could not possibly provide this detailed service to the many small 
communities in each State which need this assistance. 

The grant-in-aid program has been needed to encourage municipalities to 
undertake a function which is new to them. Taxpayers, as you know, are 
hesitant about undertaking new programs of municipal government until their 
worth has been proven. The grant-in-aid program has been a great stimulus 
to local planning in New York State. One of the requirements the State makes 
of the municipality before it will grant State assistance is that the munici- 
pality must have a local planning board with authority to review subdivision 
plats. Partly because of the impact of the 701 program and partly because of 
the general activities of the State department of commerce there has been a 
growing awareness on the part of municipalities of the need for planning. The 
last 2 years have seen a notable increase in the number of local planning boards 
in New York State. 

In December 1958, the State commerce department conducted a survey of all 
planning boards and zoning boards of appeal in the countries, cities, villages, and 
towns of New York. A similar survey had been made in the summer of 
1956. The results of the recent survey indicated that in the intervening period 
there had been a 31 percent increase in the number of municipalities having 
planning boards. The number of county planning boards increased 15 percent. 

Of all cities, towns, and villages in New York State, 40 percent or 625 muni- 
eipalities have either planning boards or zoning boards of appeal or both. Of 
the individual municipalities, 98 percent of the cities, 57 percent of the villages, 
and 27 percent of the towns have some planning. Fifteen counties of the 57 
outside of New York City have planning boards. Excluding New York City, 
82 percent of the population of New York State live in municipalities with some 
planning and zoning. Including New York City, the percentage is 92 percent. 
County planning boards cover 61 percent of the population outside of New 
York City. 

There are seven standard metropolitan areas in New York State, namely: 
New York metropolitan area; Buffalo; Albany, Schenectady, and Troy; Roch- 
ester; Syracuse; Utica; and Binghamton. A standard metropolitan area con- 
tains one or more cities of 50,000 or more population and is delineated by the 
county lines of contiguous counties that are essentially metropolitan in char- 
acter and are socially and economically integrated with the central city. 
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In 1956, there were 240 cities, towns, and villages in the 7 metropolitan areas 
with planning, and at present there are 283, an increase of 14 percent. Zoning 
activities have increased by 10 percent, from 299 to 329. 

There are 445 cities, towns, and villages in the 7 areas, and at present 79 
percent Or 352 have some kind of planning and zoning activity. Planning is 
found in 63 percent of the communities and both planning and zoning is 58 
percent. 

This concentration of planning boards in the seven metropolitan areas indi- 
eates that there is much activity by local communities. The resulting planning 
programs should help lead to coordinated solutions of the existing metropolitan 
problems. 

There are several recommendations I would like to make to your honorable 
body with regard to the 701 program : 

1. Its continuation is essential if we are to face up to municipal and metro- 
politan area problems throughout the country. For this continuation a new 
authorization of $10 million is needed immediately. Of the original $10 million 
authorization, only $925,000 has not yet been appropriated. This cannot nearly 
cover the current needs. New York State alone can use $400,000 of Federal 
funds annually for this program. An actual appropriation of $5 million a year 
would better serve the needs of our States and localities than the appropriation 
made last year of $344 million. 

2. The provision that aid to small communities should go through a State 
planning agency should be continued. 

3. The definition of a small community should be changed from the present 
one, namely communities of 25,000 or under, according to the 1950 census, to 
read communities of 50,000 or under, according to the 1950 census. The finan- 
cial resources of many communities under 50,000 have been inadequate to enable 
them to undertake adequate planning programs. In upstate New York, there 
are many cities with rundown slum areas that urgently need planning and urban 
renewal. They have had very limited resources for this function. Provision 
of grant-in-aid would stimulate interest and enable these communities to move 
ahead. Some of our most rapid population growth is taking place in com- 
munities between 25,000 and 50,000 population on the outer limits of our metro- 
politan areas. Because of the rapid growth, these communities have been hard 
put to find adequate funds for new highways, new sewers, new water supplies, 
new schools and needed planning programs. A grant-in-aid program would be 
of great assistance. 

4. New York State enters a complaint about the manner in which the HHFA 
is allocating its funds for small communities. Under their present policy in- 
structions, out of the total appropriation of $3,250,000 for fiscal 1959 only 
$100,000 will be given to aid small communities in New York State. Allocations 
for small communities in New York State which have been approved by the State 
department of commerce and for which there are State matching funds, but 
which have not been approved by the HHFA, call for approximately $300,000 of 
Federal funds. Since the problems requiring urban planning are as prevelant in 
New York State as anywhere else, we feel that we are entitled to some distri- 
bution in proportion to the State’s share of national population—about 9.6 per- 
cent. Section 701 also provides for assistance to metropolitan areas and regions. 

This assistance may be granted directly without going through a State plan- 
nihg agency. In New York States the State government has offered matching 
funds to metropolitan areas as they have to local communities. On two regional 
projects now underway in New York State, the State is providing matching 
funds together with the Federal Government. The program adopted by HHFA 
currently would withhold funds from small communities in order to make them 
available to metropolitan area planning. 

This may be relevant to some parts of the country, but it is putting the cart 
before the horse in New York State. We also have on file with HHFA appli- 
cations for $68,000 in Federal funds for regions and metropolitan areas in New 
York State. It is our opinion that allocations of funds as between small com- 
munities and regional areas should be determined at the State rather than the 
Federal level. 

What is often overlooked is the fact that metropolitan areas are made up of 
many, many local communities. Provision of planning for the area as a whole 
will not necessarily provide sufficient detail to cover each local community. 
There must be planning in detail by the small community in the area and there 
needs to be planning on a broad scale by an instrument of Government covering 
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the area as a whole. Half of our applications for assistance from small com- 
munities come from towns, villages, and cities that are within the limits of a 
metropolitan area. It is our experience that the adequate planning of detail 
by the constituent municipality makes it easier to develop comprehensive plans 
for the entire area. It also makes more apparent to the citizens of each locality 
the value of comprehensive planning. For HHFA to unreasonably limit the 
ussistance to small communities thus holds up the development of metropolitan 
planning as well as of local planning. On December 30, 1958, the Commissioner 
.of Commerce filed a formal protest with the Urban Renewal Commniissioner 
Richard L. Steiner about this matter. 

5. Section 701 also provides for planning grants for “planning work in metro- 
politan and regional areas to official State metropolitan or regional planning 
agencies empowered under State or local laws to perform such planning.” In 
New York State county governments are, in most cases, the most effective metro- 
politan or regional planning agencies. County governments are authorized by 
State law to undertake planning within their limits. There are times when the 
county lines do not precisely match what an academic study would show the 
metropolitan region to be. At times the county lines enclose somewhat more 
territory than today is part of the metropolitan area though 20 years from now 
the entire county may well be defined as a metropolitan area. In other cases, 
the metropolitan area may have pushed slightly beyond county lines. In either 
case, there is no viable unit of Government which exactly matches what an 
academic study of the boundaries of the metropolitan area would show. In the 
interest of practicality the citizens of New York State over the last 20 years 
have been steadily increasing the powers of their county governments so that 
they. can more and more deal with metropolitan problems. We have county 
airports, county water authorities, county sewer authorities, county health de- 
partments, county welfare departments, not to mention the county highway 
systems. In 15 counties we have county planning boards. To make the most 
rapid progress toward metropolitan planning, the New York State Department 
of Commerce firmly believes that we must use our county units of government 
rather than wait to establish some new unit according to different boundary 
lines. I would like to see section 701 so amended that a county that is pre- 
dominantly urban can receive a grant-in-aid for metropolitan planning. 

I want to add that my remarks here no way reflect on the efforts of the city 
of New York and other cities and counties in the New York metropolitan region 
to work through the Metropolitan Region Council. Problems of that region are 
so vast that they need far more help than the section 701 program could begin 
to provide. The section 701 program, however, can provide assistance for 
individual counties within that region as it is now providing assistance for 
Rockland County. 

Gentlemen, it has been a pleasure to appear before you this afternoon. Thank 
you for listening so patiently. 


Senator Sparkman. The committee stands in recess until 10 o’clock 
Monday morning. 

(Thereupon, at 4:40 p.m., the committee was recessed, to reconvene 
at 10a.m., Monday, January 26, 1959.) 
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MONDAY, JANUARY 26, 1959 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10:05 a.m., in room 301, 
Senate Office Building, Senator John Sparkman presiding. 

Present: Senators Fulbright, Sparkman, Frear, Douglas, Clark, 
Byrd, Proxmire, Williams, Muskie, Capehart, Bennett, and Beall. 

Also present: Representative Feighan. 

Senator SparkMAN. Let the committee come to order, please. 
First we have the American Municipal Association represented by 
the Honorable Richard C, Lee, mayor of New Haven; the Honor- 
able Anthony J. Celebrezze, mayor of Cleveland; and the Honorable 
Richardson Dilworth, mayor of Philadelphia. 

Will you gentlemen come around ¢ 

Will Mayor Norris Poulson, mayor of Los Angeles, and the Hon- 
orable Louis C. Miriani, mayor of Detroit, representing the United 
States Conference of Mayors, come around the table also? It will 
make a rather large panel, but I think we did it that way the last 
time. 

We are glad to have all of you here, and you may proceed in your 
own way. 

I take it, Mayor Celebrezze, you are to be the spokesman for the 
American Municipal Association. 


STATEMENTS OF RICHARD C. LEE, MAYOR OF NEW HAVEN; 
ANTHONY J. CELEBREZZE, MAYOR OF CLEVELAND; AND RICH- 
ARDSON DILWORTH, MAYOR OF PHILADELPHIA, REPRESENTING 
THE AMERICAN MUNICIPAL ASSOCIATION; NORRIS POULSON, 
MAYOR OF LOS ANGELES, AND LOUIS C. MIRIANI, MAYOR OF 
DETROIT, REPRESENTING THE U.S. CONFERENCE OF MAYORS 


Mayor Ceteprreze. That is correct, Senator. 

Senator SpaRKMAN. Of course, we welcome any and all of you who 
may have statements to make or wish to participate. 

By the way, Mayor Lee particularly, but to all of you gentlemen, 
I want to express Senator Bush’s regrets that he is not able to be 
with us this morning. He has been with us faithfully through these 
hearings, but unfortunately today’s schedule conflicted with a speech 
he had to make in Connecticut, He said he was particularly sorry 
hot to be here on the occasion when you are here, Mayor Lee. 

Mayor Ler. Thank you, Senator. 
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Senator SparkMan. I know on previous occasions he has been here 
when you have been here. 

Mayor Ler. That is correct. 

Senator SparkMAN. We are glad to have all of you gentlemen 
here, and you may just proceed in your own way. 


STATEMENT OF ANTHONY J. CELEBREZZE, MAYOR, CLEVELAND, 
OHIO, REPRESENTING THE AMERICAN MUNICIPAL ASSOCIA- 
TION 


Mayor Crveprezze. Mr. Chairman and members of the Senate 
Banking and Currency Committee, I am Anthony J. Celebrezze, 
mayor of the city of Cleveland, Ohio. I am here to address you 
today on the vital importance of the prompt passage of a Housing 
Act that properly recognizes the needs of this Nation in housing and 
urban renewal. This is a matter that affects the welfare and pros- 
perity of the citizens of towns and cities in this country of ours. I 
come before you as one of their spokesmen—having been elected to 
serve this year as the president of the American Municipal Asso- 
ciation. 

In December of 1958, the annual convention of this association ap- 
proved a comprehensive program as a national policy on the subjects 
of housing and urban renewal. Mr. Chairman, I should like to sub- 
mit this program to you at this time and ask that sections 14 and 30 
of our 1959 national municipal policy statement be made a part of the 
record of these hearings. 

Senator SparKMAN. That will be done. 

(The document referred to follows :) 





14. HousiIne 


Every person should have a decent home. The greatest number of homes are 
in cities and most of the people live in cities. Decent homes tend to make good 
citizens. Good homes are the best basis for an economically sound and socially 
desirable city. The municipal government, in cooperation with other govern- 
ments, controls the conditions upon which homes are constructed. Home build- 
ing can be encouraged or discouraged by municipal government activities. Muni- 
cipal support for decent homes should be an active and not a passive part of 
community activity. Municipal governments, on a national scale, should lead a 
movement to provide good housing for all the people. Municipal governments 
through their organizations should support, in principle, all reasonable efforts to 
provide and improve the housing of urban dwellers. We, therefore, resolve: 


PUBLIC HOUSING 


14-1. The 1950 census revealed that there were 10 million substandard non- 
farm housing units. President Eisenhower’s Advisory Committee on Government 
Housing Policies and Programs pointed out that local governments with their 
limited taxing powers are not in a position to provide standard housing for the 
low and middle income groups in our population. Private enterprise has also 
failed to provide adequate shelter for these income groups (1954, revised 1957). 

Public housing was designed to serve a cross section of families having low 
incomes and living in substandard shelter, not through choice, but because they 
could not afford standard housing provided through normal private channels. 
That basic purpose must be continued, although more emphasis is required on 
the specialized needs of the large family, the senior citizens, and the fatherless 
family. Efforts should be made to integrate public housing into the normal, 
total community making use of rehabilitated homes as well as new structures. 
In size and scope it should be adequate not only for these needs but to provide 
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relocation housing for families that are being displaced through urban renewal 
and highway program activities. 

The public housing program should be strengthened by (1) restoring the 
original provisions set forth in that act, and (2) providing greater local dis- 
cretion and autonomy in setting rents and income limits and in the general 
administration of the program (1957, revised 1958). 


HOUSING IN BUILT-UP URBAN AREAS 


14-2. American cities desperately need more middle income housing. This is 
supposed to be one of the prime responsibilities of FHA. Yet the amount of 
FHA insured new sale or rental housing in built-up urban areas is insignificant. 
The amount of rehabilitated housing with FHA insurance is negligible. 

Measured by the acid test of housing starts the 220 and 221 programs are al- 
most a total failure. 

A thoroughgoing administrative and legislative review of the reasons for this 
failure are urgently needed (1957). 


FEDERAL INSURANCE FOR RENTAL HOUSING 


14-3. The Congress is urged to enact legislation which will assist in the 
financing of new rental housing by authorizing the development and use of a 
federally insured debenture of a type suitable for purchase by private pension 
funds, college endowments, and other similar sources of investment capital 
(1957). 

30. URBAN RENEWAL 


Spreading slums and blight threaten to engulf American cities bringing misery 
to tens of millions of our fellow citizens and periling our municipal governments 
with bankruptcy. Local and State governments do not have the resources to fi- 
nance unaided the massive urban renewal program which is required if this 
shame of American cities is to be destroyed. Large scale and continuing Federal 
assistance is urgently required unless and until such time as the Federal Govern- 
ment restores to the States and to local governments the resources and taxing 
power which would eliminate the need for Federal assistance. 

Urban renewal is an essential device for preserving the economic health of our 
urban communities. Not only do 65 percent of the American people live in cities, 
more than 75 percent of Federal revenues from all sources come from cities. 
If cities are to continue through their manufacturing and commercial activities 
to contribute so much to the wealth and prosperity of our Nation they must be 
given the help they need to root out their industrial and commercial, as well as 
their residential, slums and blighted areas. 

The establishment of an adequate Federal program of urban renewal is the 
top priority of the 1959 national legislative program. 

30-1. The President is urged to appoint a new advisory committee with full 
representation of mayors and other municipal representatives to study and 
recommend a national, workable program designed to eliminate slums and blight 
throughout America through Federal and local cooperation (1958). 

30-2. Increased Federal aid should be made available to municipalities for 
slum clearance and urban renewal (1954). 

30-3. We protest the establishment of a rationing formula which puts all 
municipalities on a starvation diet for new capital grant reservations and we 
urge the Congress to write into law a requirement that capital grant reserva- 
tions are to be made available to municipalities on the basis of applications made 
and indicated willingness to put up the local one-third share of net project cost. 

We object vigorously to the administrative orders issued by the Urban Re- 
newal Administration which destroy the concept of local plans locally arrived at 
and which require the cutting back of project plans in the interest of economy to 
the point that they offer no assurance that blight will in fact be eliminated. 
We urge the Congress to state emphatically that the responsibility for devising 
workable urban renewal projects is a local responsibility not to be hamstrung by 
Federal administrative regulations. 

We recommend that the Congress amend the Housing Act of 1949 (as 
amended) as follows (1958) : 

30-4. Recognize the long-term needs of urban renewal and authorize a 10-year 
program with an annual authorization of additional capital grant reservation 
funds of $600 million a year with a provision for acceleration of up to $150 million 
if local demand requires a larger authorization in any given year (1958). 
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30 Recognize the need for a broadened approach to permit a greater share of 
the F fodiens al program’s resources to be devoted to redevelopment for commercial 
and industrial purposes. 

30-6. Permit acquisition of project land at an earlier stage in the project 
activity than is now possible (1957). 

30-7. Authorize the Urban Renewal Administration to accept certifications of 
the local public agency as to local action taken in meeting the requirements of 
the Federal law (1957). 

30-8. We urge that the U.S. Congress enact legislation amending the existing 
urban renewal law to allow capital improvements to become eligible for prior 
-approval as local noncash grants-in-aid (1956). 

30-9. The Congress and the Administration are both urged to take all possible 
steps to effectuate more expeditious and efficient processing on the part of the 
Federal Housing Administration of applications under section 220 for mortgage 
insurance on new residential construction in urban renewal project areas (1957). 

30-10. The American Municipal Association urges the Housing and Home 
Finance Agency to investigate the possibility of greater delegations to the field 
offices by the various agencies of the Housing and Home Finance Agency to the 
end that the work of these agencies and municipalities can be accomplished more 
expeditiously and economically (1955). 

30-11. We recommend an immediate and joint study by the Bureau of Pub- 
lic Roads and the Urban Renewal Administration for the purpose of developing 
maximum coordination in the planning and execution of urban renewal and 
arterial highway projects in order to effect enormous economies in highway 
right-of-way cost through property acquisition and utility relocation by local 
public urban renewal agencies and the minimization of potential blighting 
effects of limited access highways by application of redevelopment programs 
in areas adjacent to such thoroughfares. The results of such a study should be 
implemented by effective action and the development of legislation for presenta- 
tion to the Congress (1958). 


URBAN PLANNING ASSISTANCE 


30-12. Congress should be urged to enact legislation which would (1) direct 
the Administrator to encourage the utilization of State agencies, through ap- 
propriate technical assistance, to aid small communities in undertaking urban 
renewal programs; (2) to authorize grants to local governments for the prep- 
aration or completion of community renewal programs (1958). 

30-13. Problems of urban growth and development are among the most for- 
midable facing the Nation. The urban planning assistance program created 
under the Housing Act of 1954 has done a creditable job in assisting smaller 
local governments and metropolitan areas in meeting the diverse problems 
posed by population growth and physical expansion. We deplore the lack of 
Federal funds in the past year which has almost brought this productive pro- 
gram to a halt. 

We urge the Congress to enact legislation which will (1) make grants ayail- 
able to cities with populations up to 50,000 instead of 25,000, as is now the 

ease; (2) permit planning grants to be made directly to municipalities in 
States where there is now no State planning agency or other instrumentality 
designated by the Governor to receive and administer planning grants; (3) 
increase the authorization from $10 million to a minimum of $25 million (195$). 


RESEARCH 


30-14. Lack of basic information in the field of urban renewal has handi- 
eapped public officials at all levels of government in the formulation of urban 
renewal programs and policies adequate to cope with the problems of slums and 
blight. The need for such information is particularly acute at the national 
level, 

We recommend an immediate appropriation of $200,000 by the Congress to 
provide funds for the administration of the $5 million research program which 
has already been approved by the Congress. 

We recommend a continuing program of federally financed urban research 
on a scale commensurate with the fine research programs undertaken by the 
Bureau of Agricultural Economics (1958). 


Senator Crark. Could I interrupt Mayor Celebrezze to ask you 
to place in the record the number of members in the American 
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Municipal Association, and the extent of nationwide coverage, and the 
extent to which small, middle-sized, and large cities are included 
in your organization 4 

Mayor CrLeprezze. That will be covered in my statement, Senator 
C lark. 

Senator Ciark. ‘Thank you. 

Mayor CrLeprerzze. Let me cite the principal items of content: 
(1) Broadening of the program to permit clearance to a greater 
extent of commercial and industrial slums to be reused for nonresi- 
dential purposes, in order that this essential part of our national 

economy be encouraged and assisted to remain within cities. 

(2) Recognition of long-term needs of urban renewal and authori- 
zation of a 10- year program with annual authorization of $600 million 
a year with provisions for acceleration of up he $150 million, if local 
demand requires larger authorization in any yea , 

(3) Permit acquisition of project land at an canola stage in proj- 
ect activity—most important from the standpoint of family reloca- 
tion and good public relations at the local area level. 

The American Municipal Association, through its affiliated State 
Leagues of Municipalities and the direct membership of cities in 49 
States, the District of Columbia, Hawaii, and Puerto Rico, represents 
13,000 cities, towns, and villages of all sizes. As an organization, it 
most fairly represents the urban areas of this Nation which house 70 
percent of the population of this country, and are the source of 75 
percent of Federal revenues. 

[ am gratified that the Senate Banking and Currency Committee 
decided to hold hearings immediately on what I know to be one of the 
most important domestic problems. I am gratified for two reasons: 

(1) Because it gives me an opportunity as president of the Ameri- 

can Municipal Association to comment on the President's budget mes- 
sage, as it relates to urban renewal and housing; and 

(2) Because it affords an opportunity to place before you and com- 
mend to you certain new and worthy legislative changes in urban 
renewal that now seem important of incorporation into the program. 

On the first point, the scope and size of the administration’s program 
was disappointing. A need has already been demonstrated in this 
Nation by the filing of applications for capital grant ee 
In 1958, the requests alone totaled $680 million. At the rate at which 
applications were received during the last four enithis of the last 
fiscal year, there would be an annual gross level of requests of $800 
million. 

A survey conducted by the American Municipal Association last 
year showed an annual need of well over $500 million a year. The 
association currently has another annual survey under way and the 
results will be made available to the members of this committee as 
soon as the tabulations are complete. 

As further indication of the inadequacy of the administration’s 
recommendation, I quote from the budget message itself : 

This forward authorization ($250 million for the years 1960-62, $200 million 
for the years 1963-65), together with administrative steps already taken to allo- 
cate the available funds equitably, should enable each community to develop a 


long-term communitywide plan which may then be financed in realistic annual 
installments. 
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If I may ad lib here for a moment, the ratio of 6634 percent for the 
Federal Government as against the allocation of one-third by the 
community just does not work out that way. In the five projects 
we have going in the city of Cleveland, the percentage has been 49.2 
percent by the local authorities and 50.8 percent by the Federal Gov- 
ernment. So that your two-thirds and one-third formula does not 

always work out that way. 
' Senator Crark. Why have you not been able to get your full two- 
thirds on those Cleveland projects ? 

Mayor CrLesrezzE. Because in certain instances where there are cer- 
tain requirements or certain installations necessary in order to make 
the project possible, the Federal Government refuses to participate 
in it. 

Senator Ciark. On the ground that that particular expenditure is 
not covered by the act ? 

Mayor Ce.esrezze. On the grounds that the particular expenditure 
would eventually be necessary by the local community in order to 
complete the project. I cite a personal example of that, Senator 
Clark, in our Garden Valley project, where the city of Cleveland had 
to pay $5,600,000 as against the Federal Government’s $314 million, 
because it required a whole new sewer system to go in which they de- 
cided was not part of the project cost. 

Senator Crark. You couldn’t have an urban renewal project with- 
out a sewer system, could you? 

Mayor CrLesrezze. It would be impossible. In addition to that, 
there are 100 acres of land now covered by housing. 

Senator Crark. But the Federal Government would not recognize 
the local contribution ¢ 

Mayor CeLesprezze. No, sir. 

Senator Crark. Was that bureaucratic lack of sympathy or was 
that the result of existing law ? 

Mayor Crtesrezze. I think it was one, lack of existing law, and, 
two, just a matter of policy on the part of the administration. 

Referring again to the budget message, we have here the adminis- 
tration’s endorsement on a continuing basis of the rationing formula. 
Such a limitation arbitrarily determines the size of a project under- 
taken on the part of the city. We strongly urge you to adopt legis- 
lation which will prohibit the Administrator from limiting the size 
of local projects which otherwise meet all the requirements of the law. 
One of the bills before this committee contains the language to carry 
out this recommendation. 

One further comment on the budget message, as it is related to the 
urban renewal program—it set no specific goal for the Nation and 
showed no recognition of the scope of the total problem that confronts 
us in the slums and blighted areas in this country. It made no com- 
ment on the progress of the program thus far and established no time- 
table for the program to follow. 

Estimates of the total number of the substandard dwelling units in 
this country range from 5 million to twelve million. At the rate of 
current operations, how long will it take us to achieve the goal stated 
in the original Housing Act of 1949 of a “decent home and a good 
living environment for every American family”? I ask, How long 
should it take us to achieve this goal? These, I believe, are legitimate 
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questions which the Housing and Home Finance Agency should as- 
sume some leadership in answering. 

The American Municipal Association believes that the Congress 
should direct the administration to carry forward the necessary basic 
studies to determine the size and scope of the total program of slum 
and blight elimination and to recommend a program for its solution 
within the foreseeable future. The cities across this land that have 
taken heart from the vision established by Congress in the Housing 
Act of 1949; which have carried forward with a general planning 
program; established a serious workable program within the com- 
munity; set up a capital budgeting system; and asked the citizens for 
a supporting financial endorsement, are entitled to have the assurance 
that this is not a national effort that will fall short of accomplishment. 

Joining us in this recommendation and, in fact, participating with 
us in its formulation, are nearly all of the major public interest 
groups concerned with Federal housing legislation. 

We feel that a 10-year $600-million-a-year program will enable 
the Nation’s cities to carry out an assured program. It will enable 
them to embark on programs of slum and blight elimination which 
have a reasonable chance of achieving the goal of slumless cities 
within one or two decades. We believe that cities should be able to 
embark on these programs with assurance that there is the means to 
accomplish this goal, namely, the goal of a decent home and a healthy 
living environment for each and every one of its citizens. 

Senator CLark. Mayor Celebrezze, what evidence do you and your 
colleagues have that you could use $600 million a year for 10 years? 
Unfortunately there is no representative of the minority here this 
morning on this committee. I think we ought to make a mild effort 
to defend their rights in their absence. 

There is at least some feeling in this committee that you could 
not use $600 million a year. I wonder if you have any evidence to 
rebut that suggestion. 

Mayor CELEBREzzE. One, of course, Senator Clark, is the findings 
of the American Municipal Association in its survey and question- 
naires which were sent out to each of the mayors of the communi- 
ties as to what their needs would be. Based on that, we feel we need 
a $600 million program. 

No. 2 is that the program as it is now constituted is one where we 
are losing instead of gaining ground, and not going fast enough. 

Senator Ciark. Are you loosing ground in Cleveland ? 

Mayor CrLeprezze. We certainly are. We have 35,000 substand- 
ard living quarters in the city of Cleveland and at the rate we are 
going now we are losing ground, because of various reasons. 

We have a new influx of people into our area who need low-cost 
housing. We are hit, as other major cities are hit, by major freeway 
improvements. We have one stretch of road in Cleveland, the Lake- 
land Freeway, which will run 314 miles, and you have to tear down 
800 two-family homes in good shape. Where do those people go? 

Senator Ciark. I am asking you, where can you put them? 

Mayor Cetresrezze. We do not have any place to put them unless 
we clear out some of the slum area and put in decent living quarters. 

Senator Crark. You either have to have low-rent houses on some 
kind of subsidized basis for the low- and middle-income people, or 
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else those people will not be able to afford the housing available. Is 
that right? 

Mayor Crrrprezze. You have a group of people in the lower eco- 
nomic group that can never afford the rent in private housing, so you 
must tie in a program of private housing, and while encouraging it 
you must also have public housing in order to absorb these people. 
Otherwise you take them out of one slum area and they will crowd 
‘into another and turn that intoa slum area too. 

Senator Ciark. As a matter of fact, it is a provision of existing 
law that for those who are relocated you must find a safe and sani- 
tary home, or else you cannot go forward with your urban renewal 
program. 

Mayor Cr.eprezze. That’s it 

Senator Crark. So if you cannot have relocation housing at the 
price these people can afford, the whole urban renewal program will 
come to an end, because you will not be able to comply with law. 

Mayor Crteprezze. There is another basic reason. 

Senator Ciark. That is true, though, is it not / 

Mayor CrLeprezze. Yes. And another thing we should not lose 
sight of is what we are trying to accomplish in this program. It is 
true we are badly in need of getting rid of our slums, and we need a 
slum clearance program for areas that have gone downhill, and the 
only thing left to do is tear them down and rebuild. On the other 
hand, we must have an active program of rehabilitation to go into 
those areas which have started downhill, and try to bring them up to 
standard rather than having them become slums. 

Unless you have means and finances to do it, you lose ground. 

Senator Crark. To terminate this discussion, because I don’t want 
to interrupt you any further, it is a fact blight is spreading faster in 
Cleveland than it can be eliminated. 

Mayor Cereprezze. That is true. 

Senator Crark. As president of the American Municipal Associa- 
tion, is it your understanding that that is true generally throughout 
the country ? 

Mayor Crnesrezze. That is my understanding, Senator Clark. 

Senator Crark. Thank you. 

Senator Sparkman. Senator Clark, on page 3 of Mayor Celebrezze’s 
statement I call attention to the fact that a surv ey conducted by the 
American Municipal Association last year showed an annual need of 
well over $500 million a year, and the association currently has an- 
other annual survey under w ay, the results of which will be submitted 
to the committee as soon as it is complete. 

Mayor Crereprezze. That is right. 

Senator Crark. It is that gap ‘bet ween $500 million and $600 million 
I was interested in bringing out. 

Senator Sparkman. All. right, Mayor Celebrezze. If you will con- 
tinue. 

Mayor CreLesprezze. The encouragement and the stimulus given in 
the Housing Acts 1949 and 1954 to cities to take the nec essary steps 
to enable them to do a more effective job of planning and enforcement 
must not now be thwarted by a rationing formula. 

I may say that all of us have been h: indie: apped by the present ad- 
ministration’s rationing formula, where we had to cut back projects. 





Senat 
more. 
W hit 
that vo 
ture bec 
of mone 
than vo 
Vou Wa 
better { 
State oO 
the Fed 
How 
Maye 
that thr 
burden. 
Senat 


Senatol 


Maye 
ects we 
to be O) 


costs in 
ance W 
sideratl 
in esta’ 
Admin 
you pil 
them-e] 
H62. KF 
cities. 
Sena 
in the 
tention 
to carn 
Maye 
a may 
just al 
Clevels 
3 years 
go3 ti 
the tax 
sure of 
on exc 
they h: 
the Fe 
people 
the tax 
Sena 
gone w 
May 
city of 
Sena 
May 


$100 m 











HOUSING ACT OF 1959 389 


Senator CLrark. Mayor Celebrezze, I would like to interrupt once 
more. 

What would be your answer to the statement of some of our friends 
that you are going to have to have rationing for the foreseeable fu- 
ture because the budget will not enable us to give the cities the amount 


of money they need to clear their slums! If the slums spread faster 
than you are able to eliminate them, that is just your hard luck. If 
you want to eliminate them faster than they grow, then you had 


better tax your local citizens more heavily or you had better get the 
St: ¥ of Ohio to come in and give you the additional subsidy which 
the Federal Government apparently does not want to provide. 

How would you answer that 4 

Mayor Crveprezze. I think there is a misconception, Senator, in 
that the local communities are now carrying their full share of the 
burden. I stated a moment ago—— 

Senator Cuark. Would you repeat what you said a moment ago, to 
Senator Bennett ¢ 

Mayor CreLeprezze. I have stated a moment ago there are 5 proj- 
ects we have in the city of Cleveland which are technically supposed 
to be on the 6624 Federal and one-third local basis, where our total 
costs in Cleveland came to 48.9 percent city contribution and the bal- 
ance was the Federal contribution. That does not take into con- 
sideration the additional burdens that it put on the local community 
in establishing and enlarging their other departments within the 
Administration, so as to be able to cope with the problem. So when 
you pin it down, when you take these fringe benefits that the cities 
themselves have to contribute even under your present formula of 
62. Federal, we are spending almost as much money on it in the 
cities. 

Senator CLark. I assume you are not anxious to have to raise taxes 
in the city of Cleveland. What would be your answer to the con- 
tention that you ought to raise taxes in the city of Cleveland in order 
tocarry your share of the load 

Mayor Crteprezze. Speaking as a mayor—and I know you were 
a mayor, Senator C lark—we are taxing our people on the local level 
just about to the hilt. On the local level, at least in the city of 
Cleveland, we have to go to the voters of the city of Cleveland every 
3 years to set our operating millage. The last time I went we had to 
go 3 times before they finally set our operating millage. I think that 
the ts ixpayer himself is revolting against high taxes under the pres- 
sure of dealing with income taxes. They have no one else to take it out 
on except the local authorities and the local mayors because there 
they have an opportunity to get back to their local ‘officials, while 
the Federal people and the State people are far removed from the 
people; but we mayors have them sitting in our laps all the time on 
the tax problem. 

Senator CLark. How much have your city budget and city taxes 
gone up since World War II? 

Mayor CrLesrezze. Since World War II the city budget for the 
city of Cleveland has probably gone up approximately $30 million. 

Senator Cuark. What would that be in terms of percentage / 


Mayor Creresrezze. That would be approximately 30 percent of 
$100 million. 
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Senator Sparkman. Mayor Celebrezze, you said in your last five 
projects the city’s participation was a little better than 48 percent. 
Would it be too much trouble for you to give us a breakdown on 
that? I think that would be most helpful to us. 

Mayor CreLeprezze. Yes, I can. 

Senator Sparkman. I do not mean now, necessarily, but you can 
supply it for the record. 

Mayor CeLeprezze. I can give it to you. I can supply it to you 
later, but I can read it off roughly. 

’ Senator SparkMaAN. Good. 

Mayor Cr.esrezze. In the Longwood project the city contributed 
$1.4 million against a Federal $2.5 million. 

In the Garden Valley project—and this is the one that brings our 
average way up—the city was required to spend $5.6 million as 
against Federal expenditures of $3.5 million. 

Senator SpaARKMAN. What was yours? 

Mayor CELEBREzzE. $5,600,000. 

Senator SparKMAN. Here is what I want to call attention to: You 
have the figures in the whole, but what I want to find out is what 
was it that pushed your contribution up. For instance, in that par- 
ticular project what was it that forced you to pay more than half? 

Mayor Creesrezze. Yes. We had 100 acres of land that had to be 
filled in in order to make it available for housing. And in order to 
fill in this land there was a stream going in and we had to culvert 
that stream. The Federal Government said, “We will not participate 
in the culverting of the stream.” 

If we could not do that we could not fill it in and have the area 
available for housing. So we took it on ourselves after arguing with 
the Federal Government that it was a necessary expenditure, and 
being turned down by them. We did not want to kill the program 
at this time because we needed the area in order to get a step ahead 
of ourselves before knocking down houses where people were already 
living. So we finally paid the whole project cost of putting in a new 
sewer there. 

Senator SparKMAN. It was an integral part of the project, though! 

Mayor Crveprezze. Yes, indeed. We argued that but they would 
not pay any attention to us on it. 

Senator SparkMAN. Was there any one of the five projects in which 
your participation was no more than 3314 percent ? 

Mayor CeteprezzeE. In the Garden Valley project it was 106 per- 
cent. 

In the Longwood project it was 38 percent. 

In the East Welling project it was 35 percent. 

In the St. Vincent project it was 34 percent. 

In the Monroe project, a real smal] one, they were generous, and we 
only paid 3314 percent. 

Senator SparKMAN. In other words, one out of the five, a small one, 
actually came to the figures provided in the law. In all the others 
your participation was in excess of that figure ? 

Mayor Cetrprezze. That’s right. 

Senator Sparkman. In toto it ran to better than 48 percent? 

Mayor Cresrezze. It ran to exactly 49.2 percent. This does not, 
of course, take into consideration, Senator, the other fringe costs we 
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have of expanding other departments which are not eligible in order 
todo the program we are undertaking. 

Senator Bennerr. Mr. Chairman / 

Senator SPARKMAN. Senator Bennett, let me finish up with one or 
two more questions. 

Senator Bennerr. All right, but you jumped over the question that 
the Senator from Pennsylvania aims at me on a personal basis, so I 
want to come back to it. 

Senator SPARKMAN. But this is in sequence. 

Give us some more of the fringe costs you referred to. 

Mayor CELEBREzzE. We had to set up a whole new department of 
urban renewal. I mention it later on in my statement here. We had 
to set up a whole new department of urban renewal. 

We had to expand our legal department insofar as code enforce- 
ment is concerned, and insofar as getting actual] data necessary and 
the studies necessary. 

We had to expand our building department to the extent that we 
practically had to triple our building inspectors. 

The service department had to expand its functions because many 
of the streets that were called upon in the fringe areas when you have 
a change of pattern in order to make the project possible, all had to 
be done under the service department, but it is not a part of the 
project cost. So you had to coordinate all of the departments in the 
city of Cleveland, nine complete departments. 

Our No. 1 priority there has been on slum clearance and urban re- 
newal, and in every department there was an order sent to them that 
these projects had the highest priority. So whenever such a request 
came in they had to stop what they were doing in each department 
and put their shoulders to urban renewal. 

As a result, we had a high backlog of other work, and we had to 
catch up on that. 

Senator SparRKMAN. With reference to what you call fringe activi- 
ties or expenses, were there no increased revenues from taxes or-in- 
creased benefits of that kind ? 

Mayor CrLEBrezzE. You mean after the buildings are built, they 
goon the tax duplicate? 

Senator SparKMAN. As a result of what you call fringe activities. 

Mayor CreLEeBrezze. We had to raise our local taxes in order to 
raise our budgets to supply this. 

Senator SparKMAN,. In other words, it was a greater expense? 

Mayor CreLesrezze. Yes. We had to raise our taxes this year nine- 
tenths of a mill to meet these additional expenses. 

Senator Sparkman. What I am trying to get at is, those activities 
did not produce additional revenues in the form of taxes, did they? 

Mayor CreLeprezze. No. 

Senator SpaRKMAN. Senator Bennett. 

Senator Bennett. Senator Clark and I had a little discussion last 
week which began with the use of the word rationing. I assumed that 
the use of the word rationing indicates the inability of our Federal 
Government to provide all of the money that every municipality in 
the United States would want at any given time. 

Do you not agree that the Federal Government cannot automatically 
supply absolutely all of the money that every municipality wants at 
any given time? 





392 HOUSING ACT OF 1959 


Mayor Crereprezze. I agree with you if you put no limit on it, but 

I disagree with you when you have had the local authorities go out 
on a program on which you have made definite commitments to them. 
If there is allocated to this program, let us say $300 million, and you 
get the citizens interested in participating in it, and you get all ready 
to move, and then you come along and say, “Wait a minute. While 
we promised you the $300 million we are not going to give you that 
any more, but will only provide you $200 million, and you go back and 
rework your whole program to fit into that budget.” When they do 
thi at, using that asan example, I think that is wrong. 

enator BeNNerr. As ma yor of Cleveland, have you not frequently 
weed programs out and had to cut them back because the tax money 
would not support them ¢ 

Mayor CrLeprezze. Not to my knowledge. ll be perfectly frank 
with you. We try to proceed and we have never-— 

Senator Bennerr. Then your definition of rationing and mine are 
different. Your definition of rationing is that once a commitment is 
made it must be carried out on the spot, and you consider that the 
Federal Government has failed in that particular proposition. 

Mayor CreLesrezze. No. I can't see why the administration, after 
studying this as they have in past years and making allocations of 
money, suck lenly s Says, “We do not have the money to do it.” Then 
we have to come before this C ongress and say we believe $250 million 
will do the job. ‘That is inconsistent. 

They themselves are the ones trying to cut this back and they set the 
program originally in cooperation with the cities. If they contend 
that due to economies and so forth that now they feel the program re- 
quires $500 million, but they feel there is only $250 million or $300 
million available, well, if they had made that statement then, all right. 
But they make the statement that a lesser amount will do the job, 
and we are saying a lesser amount just will not do the job. 

Senator Bennerr. Then it comes back to a difference of opinion and 
a difference of policy as to the responsibility of the Federal Govern- 
ment in participating in this urban renewal program. That leads me 
to my next observation. 

You made the interesting comment a minute ago that it was pressure 
against the Federal income tax which was creating pressure on you and 
against local taxes. Therefore, you say in effect ‘the Federal Govern- 
ment must increase its expenditures and increase its obligations for in- 
come tax in order to relieve us of this particular pressure which was 
created. There is definite pressure against the income tax. 

Mayor Crtresrezze. No. What I am saying to you, Senator, is give 
us a little bit back of our money which you take aw ay from us. That 
is all we are asking you for. 

I just got through with the wage negotiations in the c ity of Cleve- 
land. We have a withholding tax and we have many things that are 
payroll deducted. When I sit down with that wor kman he is not con- 
cerned with what Tam paying him. He is concerned with what he 
takeshome. That isthe basis on which we start negotiating. 

He says, “I don’t care. I give it to the Federal Government. I 
ony have $50 to take to the grocery store,” and you have to proceed on 
that basis 
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So we keep getting hit harder and harder on our wage negotiations. 
We have no plac e to go on the local level. We are the “only branch of 
government who have to go to the people to vote the authority to tax. 
~ Senator Bennerr. We are up against the eternal problem, it seems 
tome, that each area of government would like the other area to collect 
the tax and return the money to them. The people in my State, like 
the people mm your state, object: to paying income taxes. There are 
many local officials in my State who say, if the Federal Government 
would get out of the area and lower the taxes we could get more 
money for our programs for the services the people want. But at the 
sume time the people from all the States come down to the Federal 
Government and say, “We want more money. We would like you to 
reduce the tax burden but we want more money. 

Of course, it is an impossible situation for us. It reminds me of a 
situation I get in every once in a while when I get a little extravagant 
and spend something that seems to “sc unwise. My wife says to me, 

“You must have a source of income I don’t know anything about.” 

It seems to me that the people at the municipal level feel that the 
Federal Government has a source of automatic income that will have 
10 impact on their people, and therefore it is up to us to get this money 
from somewhere and turn it over to you at the municipal level, and 
that it should come to you more or less as you want it. 

This is a good program. There are many other good programs. 
But unfortunately, even at the present tax rates the Federal Govern- 
ment is going to have a devil of a time balancing its budget. If we 
cannot take a little here and a little there and be patient here and 
there, what we are saying in effect is we are perfectly willing to take 
this money from our ¢ hildren and our grandchildren and their grand- 
children and load them down with a heavy burden of debt. And we 
are perfectly willing to take the risk of inflation. 

Every man’s program is the most import: int program in the world. 
[ learned that soon after I came to the Senate. And every man’s in- 
terest is identified in his mind with the national interest. 

We in the Senate have the unfortunate job of having to divide up 
the money we have and having it go where we think it will do the 
most good. So Iam coming all the w ay back to the word “rationing.” 

Rationing to me means that we do not have e1 nough money to go 
around, and every program has to suffer, if that is the word, because 
of it. I cannot get enthusiastic about the idea that any particular 
program, this or any other, should be taken care of ideally, 1 regardless 
of the effect on the budget and on the value of the dollar or on the 
burden we are going to put on our children. 

Senator Crark. Will the Senator yield ? 

Senator Bennerr. I am happy to yield. 

Senator CrarK. I think in all good humor and in all friendliness 
that the Senator is perhaps a little unfair in trying to place these 
mayors in the position of favoring an unbalanced budget and inflation. 

am sure many of them agree with me that we ought to have a bal- 
anced Federal budget, and we could get it if we would e liminate these 
outrageous and inequitable tax loopholes which are draining billions 
of dollars away from the Federal Treasury. I am sure that there is 
hot a mayor at this table who does not balance his own municipal 
budget and who is not just as much opposed to inflation as my good 
friend from Utah and I: 
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Senator Bennett. This is becoming a political discussion, but it is 
interesting that since the President’s budget has been announced it 
has been attacked by the members of Senator Clark’s party from both 
ends, They say the estimate of income is unrealistically high and the 
estimate of expenditures i is unrealistically low. 

Here the President in that budget is, i their definition, maybe too 
low as against income that is too ‘high. He is attempting to hold the 
line in many places, including this one. 

I, for one, oes that we will have to look a long time at programs, 
desirable as ‘they may be. Once engaged in or embarked upon one we 
set. ourselves a very difficult task for 5 or 6 or 10 years ahead. 

Senator Clark and I have been on this committee for a long time 
and we understand each other’s point of view completely, and this is 
all good natured; but before I came in he made the obvious observa- 
tion that no member of the opposition party was present. So when 
I came in it seemed to me it became my obligation to speak up like a 
member of what he calls the opposition party. 

Senator SparkMAN. Thank you, Senator Bennett. 

May I just say this: Of course, a lot of this is political philosophy 
that can very well be thrashed out in the committee in executive ses- 
sion, rather than by interfering with Mayor Celebrezze’s presentation. 
Of course, I would like to add the comment with reference to criticism 
of the budget that it has not been limited to one party. It has crossed 
lines quite effectiv ely. 

May I say at this time we are pleased to have with us today Con- 
evessman Michael Feighan, of Cleveland. I have invited him to 
come up and sit at the ‘table with us. We are delighted to have him 
here. 

You may continue, Mayor Celebrezze. 

May I ask Senator Clark if he will assume the chairmanship for 
a little while? I am due to appear before the Interstate and Foreign 
Commerce Committee on a subject in which you gentlemen are inter- 
ested—the question of airports. I shall be back as soon as I complete 
that task. 

Senator CLarK (presiding). Before you proceed, could I just ask 
you one further question, Mayor C elebrezze? Can you tell us what 

assistance you are getting in urban renewal from the State of Ohio? 

Mayor CELEBREZZzE. None. 

Senator CrarK. Do you anticipate getting any ? 

Mayor CreLeprezze. No, I do not. We do not think the rural legis- 
lature will go along with us on any terms in the urban renewal 
program. 

Senator CLark. Thank you. 

Mayor Crtesrezze. I mentioned that point in my talk here. 

If I may comment for a moment on the distinguished Senator's 
statement, all we may ors are asking is merely that you in Congress 
live up to the Congress’ statement of the 1949 Housing Act, that we 
have a decent home and a good living environment for ev ery Ameri- 

can family. We may be penny wise “and pound foolish if we ignore 
this program of slum clearance, because so long as you have slums— 
and you only have to be visiting a big city; you don’t have to be as 
unfortunate as I was to be raised in a slum to make you realize you 
are money ahead when you get rid of the slums, because if you do 
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not you will only spend the money on health appropriations and 
crime prevention programs. 

We do not want to get into a philosophical discussion on the budget 
but we know there can be no comfort from misery and suffering of 

eople in slum areas. This is imperative for them. One has only to 
walk through these areas and watch how these people live to realize it 
is good a for our enemies. 

Senator Bennett. I agree it is money ahead with good slum clear- 
ance, but I think its direct effect is in terms of income at the munici- 
pal level, and only indirectly on income at the national level. I feel 
there must be a limit to the participation of the Federal Government, 
limited in dollar volume by its budget situation, and I think limited 
in percentage by an appraisal of the comparative values too. We dis- 
agree on the percentage, but there is no use in arguing about it at this 
time. 

I would like to hear the rest of the statement, Mr. Chairman. 

Senator CLrarK. Proceed, Mayor Celebrezze. 

Mayor CEeLEesBrezzeE. The encouragement and the stimulus given in 
the Housing Acts of 1949 and 1954 to cities to take the necessary 
steps to enable them to do a more effective job of planning and en- 
forcement must not now be thwarted by a rationing formula. There 
is every evidence rather of need for a more effective, bold program to 
attack this problem in its entirety before it is really too late. 

Finally, we are greatly disturbed by the failure of the budget mes- 
sage to recommend further authorization for low-rent public housing. 

I think I covered that point with Senator Clark, when I said low- 
rent public housing is necessary in order to displace these people. 

This program is essential to continuing success in relocation of 
families displaced by clearance programs in urban renewal. Any 
failure to so continue low-rent public housing will only hamper and 
jeopardize the entire program. Additional low-rent public housing 
is essential to handle the relocation needs, not only of the urban re- 
newal program, but also of the highway program, and to handle dis- 
placement resulting from other types of governmental action. 

Just last week, Urban Renewal Commissioner Steiner reported that 
his agency estimated that during the period covering fiscal years 
1958-59 and 1960 it is expected that urban renewal will dislocate 
83,000 families; highway construction, 75,000 families; other govern- 
ment activities, 89,000 families, or a total of nearly a quarter of a 
million households. On the basis of past experience it can be expected 
that at least. one-half of these families will be eligible for low-rent 
public housing. 

_ Senator CLark. Mayor Celebrezze, who administers public housing 
in the city of Cleveland ? 

_ Mayor Crtxsrezze. The Cleveland Metropolitan Housing Author- 
ity. It is separate from the city administration. 

Senator Crark. How are the members of that authority chosen? 

Mayor CeLeprezze. By legislation. 

Senator CLark. Who appoints them ? 

Mayor Crteprezze. Mr. Bowen is the head of our authority. It is 
appointed locally. The city council sets up the housing authority. 

Senator Ciark. Does not the mayor appoint them ? 

Mayor Creieprezze. No. We have a citizens committee appointed 
who then designate the chairman. 
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Senator Crank. Mr. Bowen is a pretty outstanding citizen of 
Cleveland, is he not ¢ 

Mayor Crtesrezze. He is the top housing man in the country, 

Senator Crark. It has been suggested here it would be inadvy ‘isable 
to decentralize the Public Housing Administration from Washington 
to localities on the ground that the local housing authorities ate not 

responsible to any governmental agency. That they might engage in 
what some meiners of the Democratic Party have been acc used of, 
wild-eyed radical spending; and that the W ashington bureaucracy, 
which now numbers 1,600 employees, must be retained to save the 
local housing authorities from extravagance. 

I wonder if you have any comment on the extent to which you think 
your local housing authority could be reasonably given somewhat 
greater authority to administer the program / 

Mayor Crvesrezze. We have had a very successful public housing 
program under our present authority, Senator Clark. Our diffic ulty 
has been at times within our own area, where there is a hesitancy on 
the part of people to accept public housing in their particular area 
That has been held up in Cleveland but we are now proceeding and 
a part of our whole slum clearance program is the integration of pub- 
lic housing with private housing so we can have people of various 
classes integrated together in one project. 

We have been extremely fortunate in the city of Cleveland because 
we have had Ernie Bowen, who is top man on housing in the country, 
to head our metropolitan housing authority. 

As to the need for it, we have ai unrealistic limitation which we are 
now taking to the State legislature. We have a limitation of $2,400 
au year on income, excepting $200 additional for each child. Over 
and above that you are not eligible to live in public housing. That 
has been a handicap we are asking the legislature to eliminate. 

Senator Ciark. That is a Federal limitation. My bill would 
change it and give the flexibility and authority to the local housing 
authorities. That is being strenuously resisted by Mr, Slusser and 
his administration, which is one reason why I asked you the question 
as to whether you thought you could trust the local housing authority. 

I know Mr. Bowen myself and I concur with you. He m: Ly not be 
the greatest authority in the country on housing, but he is certainly 
one the first ten men. 

Mayor CeLesrezze. I want to say to you that in our slum clearance, 
getting back to the local responsibility, we have projects going on in 
Cleveland in slum clearance where the city itself assumed the total 
bill on them. 

Senator Bennerr. Is there anything wrong with that? I agree it 
is very desirable and I hope you will increase > the percentage. 

Mayor Crtrprezze. But the only reason why we do it is because of 
the pressure. We have to move and that is where our money is being 
liquidated, so we have to have Federal help. W: e are not merely here 
for a handout, but I think part of the mayor’s job will always be 
confused as coming to the State legislature or the Federal Govern- 
ment for a handout. 

If we could avoid coming down here to ask you for money we would 
do it. 

Senator Bennerr. In other words, you would like us to bring it to 
you? 








May 
local le 
could ¢ 
the Fe 
sidizin; 

Sena 
than y 
do you 

Mav 

Sena 
their f: 

May 
you. 

Sena 

May 
a low-} 
a low-e 
earn al 

Sena 
volved 

May: 
whole ] 

Now. 
ments 1 
the Na 
agencle 
soon as 
of pro} 
assistar 
a mani 
(roverr 
have b 
locality 

Wey 

Sena 
on wha 

Mays 

Sena 

We ri 
acquisiti 
establisl 

Who 

Maye 
c ity Col 
cation | 
cation 
Federa 
minimt 
blighte 
ready t 
could ] 
for it, 








HOUSING ACT OF 1959 397 


Mayor CreLesrezze. No, sir. We would like you to leave it on the 
local level instead of bringing it to Washington. Reasonable minds 
could come to different conclusions as to whether we are subsidizing 
the Federal Government, or whether the Federal Government is sub- 
sidizing us. 

Senator Crark. As a matter of fact, in Cleveland you pay more 
than your fair share on a per capita basis of the Federal income tax, 
do you not ¢ 

Mayor CeLeprezze. We certainly do. 

Senator Bennerr. Are the people who supposedly pay more than 
their fair share, the people who live in the public housing? 

Mayor Crtesrrzze. No. I think the answer should be evident to 
you. 

Senator Bennett. It is. 

Mayor CeLeprezze. The people living in the public housing are in 
a low-income, low-economic group. Even in boom times you have 
a low-economic group who just because of their capabilities cannot 
earn any more. 

Senator CLrark. There is a certain amount of human compassion in- 
volved in taking care of your neighbor, is there not ? 

Mayor CrLeprezze. We would be a rather poor government if our 
whole pur pose was not to take care of the people w hom we serve. 

Now, coming to the question of legislative changes and improve- 
ments that we feel are extremely important to the future progress of 
the Nation’s urban renewal program, we recommend that local public 
agencies be authorized to proceed with acquisition and demolition as 
soon as the eligibility of the project has been established. Owners 
of property w ishing to sell and move should be given this immediate 
assistance. We recommend that this procedure be established in 
a’ manner wherein a temporary loan be available from the Federal 
(rovernment to the local public agency for this purpose, when it shall 
have been requested and approved by the governing body of the 
locality. 

We would also recommend that it be possible—— 

Senator Bennetr. May I interrupt just to clear my understanding 
on what you have just said ¢ 

Mayor CeLesrezzr. Certainly, sir. 

Senator Bennerr. You said: 

We recommend that local public agencies be authorized to proceed with 
acquisition and demolition as soon as the eligibility of the project has been 
established. 

Who establishes the eligibility of the project? 

Mayor CeLesrezze. First we have a resolution or ordinance by our 
city council declaring it is aslum-blighted area. Next we make appli- 
cation to the Federal Government and at that point of making appli- 
cation we have to get what we call final planning papers into the 
Federal Government. That takes about a year’s “time. That is a 
minimum of a year. The minute a city council declares an area slum- 

blighted, those people who are there want to leave the area and are 
ready to sell. And we say to you it would be to our advantage if we 


wal purchase the property at that time and receive credit later 
or It. 
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Senator Bennerr. The point I am trying to clear up in my own 
mind is your use of the word “eligibility.” Does a project become 
eligible entirely on the basis of the decision of the people in the city 
in which it is located ¢ 

Mayor Cr.esrezze. No, the eligibility is established by the Federal 
_Government—the eligibility to participate in the program. We are 

merely asking that the local authority be permitted to buy these 
houses as soon as the project is declared eligible and save the long 
periods of waiting and discomfort for these people who have to sell 
their homes and move out. 

Senator CLark. Will the Senator yield? 

Senator Bennett. Yes. 

Senator CiarKk. That is what in the urban renewal field we call 
early acquisition. As we brought out in the hearings last week, it 
takes some 3 to 5 years after an application and grant reservation is 
approved before the city gets its money. Once the Federal Govern- 
ment has authorized the project there is a desire on the part of many 
people to sell their homes and leave, and in the interest of maintaining 
a steady market and enabling the city to pick up the properties at a 
minimum cost they should be permitted, on a loan basis, to buy the 
properties during the period of 3 to 5 years necessary to convert the 
grant reservation into an actual cash payment. 

Senator Bennetr. And they would be prepared to repay the loan at 
the time the grant has been made? 

Senator CiarK. To the extent of one-third local to two-thirds Fed- 
eral, in accordance with the formula. Is that right, Mayor? 

Mayor Ce.esrezzz. That’s right. 

Senator Bennett. I am glad to get that straightened out. 

Mayor CeLesrezze. We would also recommend that it be possible to 
dispose of any real property so acquired when the urban renewal plan 
for the project has been approved by the local governing body. This 
provision alone could move forward the time of beginning of positive 
action with reference to projects—enable cities to show action on the 
homefront, a most important element now lacking, owing to the pro- 
cedural requirements that must precede acquisition and clearance. 

Senator Ciark. I wonder if you would permit one further inter- 
ruption to button it up? 

You do not want any money before the Federal Government has 
approved the project; is that right ? 

Mayor CreLesrezze. No, we do not. 

By legislative action the geographic area and the cost limitation 
now restricting the use of section 220 for housing of families needing 
relocation should be broadened. 

Senator Crark. You mean section 221; do you not? 

Mayor Cereprezze. Yes, that’s right; section 221. 

In the field of urban planning, there were 12 States as of the end 
of 1958 which had not as yet passed legislation which would permit 
cities within their boundaries to benefit from urban planning grants 
made available under section 701 of the Housing Act of 1954. 

In several of these States, urban interests have made repeated ef- 
forts to see the necessary enabling legislation through the State legis- 
lature without success. 


I commented a moment ago on that, because of the rural domina- 
tion of our legislatures. 
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Senator Crark. Has your legislature gerrymandered against the 
urban localities ? 

Mayor Cr.eprezze. Yes. That is a polite way of putting it, Sen- 
ator. 

The American Municipal Association, on the basis of the experience 
of these several States and on the basis of experience in eight other 
States where authorized planning agencies have been inactive, has 
approved as part of its national municipal policy a recommendation 
to the Congress that it amend the law to authorize the Housing and 
Home Finance Administrator to make planning grants directly to 
cities within the population limitations. 

In other words, under the Federal act, unless you have a State au- 
thorization you get no funds from it. We recommend, in the case 
of these cities that are blocked by their own State legislatures, that 
they be permitted to make a grant directly to the cities when they 
qualify for it. 

The association recommends that the population maximum be in- 
creased from 25,000 to 50,000, since cities with a population of 50,000 
or less equally have the same relative lack of planning resources as 
do the cities of 25,000 or less, and on this basis are equally deserving 
of Federal assistance. 

We are also recommending that the authorization for the program 
be increased from $10 million to $25 million. 

The urban planning assistance program has stimulated interest 
in constructive planning among hundreds of small cities. In addi- 
tion, it has engendered the creation of many programs of metropoli- 
tan and regional planning. The program has proved a great success 
in promoting teamwork among governmental units in metropolitan 
areas for the future good of the entire community. 

Applications for assistance far exceed funds currently available 
for the program. Like the urban renewal program, available funds 
are being rationed. We hope the Congress will see fit to unleash 
this important urban program also. 

I would like to make a brief concluding statement, in which I will 
be speaking to you primarily from my knowledge of this program 
as the mayor of the city of Cleveland. 

In Cleveland, we have been endeavoring in every way possible to 
carry out a complete, full-rounded, workable program in urban re- 
newal. We have a general plan, a procedural ordinance for carrying 
cut urban renewal, a new department of urban renewal and housing 
that consolidates the division of building, housing, urban renewal, 
and air pollution control. 

We have already cleared over 160 acres of slum and blighted resi- 
dential areas. Our first title I project of 56 acres is substantially 
completed. Five additional title I projects under contract total 550 
acres and aggregate $15 million in capital grant reservations. 

If I may ad lib for just a moment, the cost in the city of Cleveland 
to do the program as it should be done comes to a total of $300 mil- 
lion, which means expenditures of $30 million a year, which will 
require Federal funds of $200 million and local funds of $100 million. 
That is in addition to the capital improvement program we have got 
to carry out because of the great many fringe things we have to do to 
make these programs possible. 
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Senator Bennerr. What is the population of Cleveland / 

Mayor Cetesrezze. In round figures, about 1 million. 

Senator Brennerr. So you expect to spend $500 per person over the 
next 10 years in this one area? 

Mayor Crereprezze. In housing and slum clearance. You either 
spend it or else you are going to spend five times as much later on, 
because the city will deteriorate. I do not see where we have a choice, 
I really do not see where we have a choice of not going ahead with 
the program. 

A realistic analysis of our need today is shown in the current work- 
able program of our city that calls for increasing the program of 
urban renewal by 300 percent, both in size of area and in size of 
financial obligations. 

The explanation for this is that we are now realizing—and this is 
an important point—that clearance alone is not the answer, but rather 
a broad, large-scale attack upon rehabilitation and the saving of 
large areas of our city. To the leaders who plead for economy, this 
should be welcome, because it is cheaper to rehabilitate than to tear 
down and start from scratch. This is the “stitch in time,” the rehabili- 
tation program, to keep from incurring the much greater costs of 
complete purchase and clearance. 

This is the program to keep older neighborhoods sound and healthy, 
to hold population from large migration. It is a program that must, 
of necessity, be carried on simultaneously in our older cities over a 
wide geographic area. 

I should like to recommend legislative action which would achieve 
the fullest public support and encouragement to the rehabilitation 
areas of our cities. 

Long before all the detailed and specific information can be assem- 
bled, there is need to make every supporting financial assistance 
available. 

I propose that, where cities have an adopted general plan, a sound 
building and housing code, and have adopted an urban renewal plan 
at the local level for a section of the city, the Commissioner of the 
Federal Housing Administration be authorized to make section No. 
220, mortgage insurance, applicable within the area of the renewal 
plan. 

I would propose that, where a city has adopted an urban renewal 
plan and the immediate effort is one of rehabilitation wherein costs 
will be incurred by the local community for the administration of such 
a program, these costs be recognized as project expenditures, if title 
project is approved for the same area within 5 years. 

And again it is a question of “a stitch in time.” 

Senator CLark. Mayor Celebrezze, have you had any success in using 
either section 220 or section 221 in Cleveland ? 

Mayor CeLeprezze. Not toany great degree. ; 

Senator Ciark. They are just not feasible in your city, are they! 

Mayor CrLeprezze. No. These are the wider areas of benefits and 
encouragement that must be made available within older cities. Every 
dollar made available today in the prevention of future slums can 
save countless future public costs. 

We know, now, after 10 years of working with this program, that 
we need a larger, a more inclusive program, not a smaller one, if we 
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are to achieve our objective in our lifetime. When we report to you 
that we need this program of bolder size, let it not be regarded as a 
spending, but rather as an investment program—an investment in the 
greatest ex ‘periment in living that man has achieved. 

Senator CLark. Senator Bennett ? 

Senator Bennerr. No more questions. 

Senator CLark. Senator Douglas ? 

Senator Doveias. I want to congratulate Mayor Celebrezze on a 
most excellent statement. I would like to ask him this: The ad- 
ministration, as I understand it, is proposing that only $350 million a 
year be made available for 3 years. 

Senator CLark. $250 million. 

Senator Doveras. $250 million. Do you regard that as adequate / 

Mayor CreLeprezze. It is absolutely inadequate, but not only that, 
the program has no continuity and they recommend diminishing 
the amount as they go along until they get t down to practically 50 
percent Federal participation. This program is such a great neces- 
sity for the welfare of this Nation that I think any curtailment of 
the program would be disastrous. 

Senator Doveras. Do you think that the urban renewal branch of 
Housing and Home Finance, and the public housing branch, have 
swamped you with paperwork intended to delay your efforts by the 
excessive amount of redtape which they require ? 

Mayor Creteprezze. I have found that to be true, particularly, Sen- 
ator, after the administration had announced its restriction of grants 
available. We realize that there have been many more delays and 
stumbling blocks because of the curtailed program than there were 
previously, Previous to that we had gotten along fairly well with 
them in Cleveland. 

Senator Doveias. But now you feel excessive requirements are im- 
posed on you in the proposal of projects ¢ 

Mayor CreLeprezze. We feel because of the curtailment of the pro- 
gram, and perhaps because of the administration policy of curtail- 
ment and eventually getting out from under it, that they are throw- 
ing more road blocks to disec ourage us on this type of program. ‘That 
isour personal feeling. 

Senator Doveras. That is all. 

Senator CLark. Senator Proxmire ? 

Senator Proxmire. No questions. 

Senator CLark. Senator Muskie? 

Senator Muskir. No questions. 

Senator CLark. Thank you very much, Mayor Celebrezze, for what 
tome at least was a fine statement, perhaps because I agree with it. 

Our next witness is Mayor Norris Poulson of Los Angeles, repre- 
senting the U.S. Conference of Mayors. I am always happy to wel- 


come you here and I know we will have great interest in what you have 
to tell us. 





STATEMENT OF NORRIS POULSON, MAYOR OF LOS ANGELES, CALIF., 
PRESIDENT, U.S. CONFERENCE OF MAYORS 


Mayor Povtson. First of all I would like to say, Senator, we have 
some other ver y fine representatives here and I am going to make my 
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statement short, not because of any lack of enthusiasm but in order 
to give the others an opportunity to present their views. 

Mr. Chairman, calieeae of the committee: I am Norris Poulson, 
mayor of the city of Los Angeles, Calif. Iam pleased to appear here 
today on behalf of the U.S. Conference of Mayors of which I am the 
president. 

The U.S. Conference of Mayors represents some 300 cities with 
populations of 50,000 or more, and on behalf of the conference I want 
.to open my remarks by commending the members of this committee 
for bringing the question of slum clearance, urban renewal, and 
housing up for early hearings. The 110 million Americans who 
live in the metropolitan areas of this Nation look to prompt action in 
the Congress to assure a halt to urban decay and continued progress 
toward urban renewal. As president of the conference, I have asked 
that a special survey be conducted of these cities throughout the United 
States to determine specific urban renewal needs so that I can present 
to you important and factual information. 

The survey expresses the tremendous population increase experi- 
enced in these urban areas. The increased growth of our Nation 
carries with it the requirement for more industrialization, more busi- 
nesses, more public facilities and services, and, in addition, housing 
commensurate with our American way of life. It points out the elimi- 
nation of blight and the conservation and rehabilitation of existing 
blighted sections of our cities so vital to the social welfare and economic 
prosperity of our progressive country. This need for urban renewal 
has been accepted and promoted by all responsible city officials. There 
is a remarkable unanimity of views among the elected heads of 
American cities in this question. While the local details are different 
in each instance we mayors all face similar housing and urban re- 
development problems. There is no partisan way to clear slums and 
rehouse those displaced in the slum clearing process. Therefore, we 
mayors do not approach the problem as Democrats or as Republicans, 
and the suggestions I offer here today grow out of our needs and 
experiences. 

The survey which will be presented to you later in this week demon- 
strates the need for legislation authorizing a comprehensive long- 
term program with increased annual Federal participation. The 
record demonstrates that a program of Federal grants of $600 million 
annually for conservation, rehabilitation, and redevelopment could 
be prudently employed by local governments. We recommend that 
the committee and the Senate give such a program their approval. 
Experience over the past several years also has demonstrated the 
difficulties of 1- and 2-year authorizations. The very nature of urban 
renewal requires considerable time for community acceptance, plan- 
ning and redevelopment. The program should be authorized for 10 
years in advance. This would permit sound planning and intelligent 
local budgeting without the pressure to move ahead or lose the funds. 

We urge that the ability of the local governments to intelligently 
and judiciously utilize the funds be the determining factor as to 
the amount to be made available. In this way constant prgen can 
be made and attempts at administrative rationing would be unjusti- 


fied. Experience since September 1958, when the Federal agency 1m- 
posed a rationing formula in an attempt to make do with a very 
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limited supply of funds, demonstrates that such arbitrary attempts 
to spread a small amount of money over the whole Nation does not 
promote sound urban renewal projects. Congress should make ade- 
quate funds available and bar administrative rationing. 

As mayor of Los Angeles, the Nation’s third largest city, I have 
had to face up to these problems of local growth and decay on a day- 
to-day basis. As a former Member of the House of Representatives, 
I am well aware of the priority the Federal Government must give to 
the national defense. Naturally, national defense has a priority in 
allocating funds in the budget. However, 2 years ago and again last 
year I jomed with the Nation’s mayors in urging that Congress make 
adequate funds available to assure continued progress in urban re- 
newal and slum clearance. 

As I have said, 1 am aware of the priority for national defense. I 
am also aware of the demands for reduction in governmental ex- 
penses at this time. However, I feel that the promotion of urgently 
needed domestic programs for the development and betterment of our 
internal community cannot be ignored. I fail to see any gain if we 
concentrate on a defense program and a balanced budget so much so 
that it becomes necessary to neglect important local programs. Slum 
clearance and urban renewal are of great importance to the morale, 
loyalty, and prosperity necessary to support national efforts in times 
of crisis. ‘To ignore or seriously cut down these activities would be 
like putting a golden roof on a house when the foundation has been 
attacked by termites. 

Turning to the question of the level of Federal participation in the 
program, and I speak for the mayors of the Nation’s larger cities 
when I say this, to reduce the percentage of Federal contribution 
from the present 662 on a sliding scale to 50 percent will destroy the 
program as an effective instrument of national improvement. Local 
governments simply do not have the resources available to them to 
assume a greater share of the financial burden for urban renewal. We 
of the conference of mayors recommend lowering the city’s contribu- 
tion from 3314 percent to 20 percent rather than increasing the local 
contribution to matching funds on a 50-50 basis. 

The acceptance of the Federal urban renewal program throughout 
the United States in more than 328 communities has proved to be 
most encouraging. No group or interest opposes the basic principle 
of urban renewal and of Federal assistance to local communities for 
this purpose. However, some who support the concept have failed 
to realize the dimensions of the task and have therefore failed to sup- 
port a program adequate to do the job. The administration has again 
this year accepted the fact that urban renewal takes time and has 
therefore called for a 6-year authorization. However, I wish to force- 
fully call to your attention the actual Federal money required as 
expressed by the mayors of the cities polled. This amount is $600 
million, not the proposed $250 million annual program for the first 
3 years and $200 million annually for the last 3 years. I submit to 
you, this simply will not do the job. 

One other subject of importance to the success of local urban re- 
newal efforts, we must have an adequate 9. ag of relocation housing. 
This means private housing financed with the benefit of Federal mort- 
gage guarantees or insurance where needed and public low-rent hous- 
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ing for those displaced families who simply cannot find safe and 
sanitary shelter within their incomes. Unless relocation housing is 
made available local governments cannot go forward with plans to 
eliminate blight. 

At the 1958 annual conference of the U.S. Conference of Mayors, 
the following was included among the 1 solutions adopted : 

That the continuation and expansion of Federal assistance to local redevelop- 
ment programs under title I of the Housing Act of 1949, as amended, is essen- 
tial if American cities are to achieve the physical environment necessary for 
their essential function in an era of full employment, increasing productivity and 
expanding urban population. 

The resolutions of the conference also urge the Congress to include 
in urban renewal legislation provisions which will “expedite the 
progress of redevelopment by assisting localities in the acquisition of 
land in blighted and deteriorating urban areas in adv ance of the prep- 
aration of definite plans for the new use of such land.” I understand 
that the provision for early land acquisition is in some of the bills be- 
fore you. We urge that this provision be included in the legislation 
you report. 

URBAN RENEWAL IN LOS ANGELES 


Los Angeles is a growing metropolitan city—second in size only to 
the New York area. 

We have accomplished some urban renewal, but in proportion to 
need, must accomplish much more. Like other cities, we have an ac- 
credited workable program. I have appointed a citizens’ committee, 
advisory to my office, on urban renewal affairs. This is comprised of 
major civil, professional, and labor organizations which meets 
frequently. 

I would like to briefly mention some of our programs. 

Section 221 moneys 

I have requesied certification from our Housing and Home Finance 
Agency for 4,800 units to take advantage of the low-interest, long- 
term mortgage insurance provided under section 221 of the National 
Housing Act. We have estimated that over the next 2-year period 
a total of 12,500 families will be relocated due to various governmental 
actions. One of our problems is to provide low-cost housing. This 
program will be a step in this direction. 

Redevelopment 

About 1 mile north of the city hall in Los Angeles is a 33-acre area 
we call the Ann Street urban renewal project. This area contained 
200 families living in substandard houses, closely intermingled with 
industrial usage. I am happy to report, all properties have been 
acquired, all families suc cessfully moved or relocated. The land is 
now used entirely for heavy industry. The total project is about 80 
percent complete. 

In the core of our downtown city is Bunker Hill, 136 acres of sub- 
standard and slum housing and environment. This is probably the 
largest single urban renewal project in the United States. The total 
valuation will be in excess of $315 million. I must also admit we have 
undoubtedly had the longest period of hearings of any other city. 
This month the official hearings closed after 47 separate sessions. Now 
the Los Angeles City C ouncil will make their decision. 
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This project involves a $58 million Federal loan and a Federal grant 
of about $15 million. ‘This is one of the most important steps in our 
city’s progress. The redevelopment of this badly blighted area will 
alleviate the partial burden on the taxpayers—will improve some of 
of the complexities in the downtown area. It will provide needed new 
apartment buildings, hotels, motels, and parking. We have considered 
arrangements for relocation of those of the 9,500 inhabitants requiring 
thisservice. 

Adjacent to Bunker Hill is another area which is blighted and for 
which a capital grant reservation has been established in the amount 
of $4,772,000 with an additional application request for a total of 
$7,800,000. ‘This 180 acres will be predominately residential. 

Other projects which we are contemplating in the area of our long- 
range development program in which we have received the approval 
of our city planning commission are: 

1. A 600-acre project in the vicinity of Monterey Hills. This area 
is largely vacant land, is economically stagnated due to extremely 
poorly platted and unusable land. Its importance is apparent since 
it is only 10 minutes driving distance from our city hall. When com- 
pleted, the project will be predominately residential. 

2. A 60-acre proposed project near Olympic Boulevard in the down- 
town area which will be intended for industrial usage. 

3. A total of about 900 acres in the southeast part of the city which 
isready for presentation to our local community redevelopment agency 
for carrying out. 

4. Presently being studied is a 300-acre Hoover Street project which 
is adjacent to the University of Southern California. 

Rehabilitation and conservation 


In addition to our plans for redevelopment, our building and safety, 
fire, and health departments conduct a continued program of con- 
servation. Our building and safety department is now carrying out 
a planned rehabilitation program of older neighborhoods. In 15 
locations in our city totaling well over 4,000 square blocks, we have 
succeeded in reclaiming approximately 3,000 living units. 

One of these locations in the western portion of our city is being 
conducted under section 220. I am told this is the largest such fed- 
erally approved nonassisted urban renewal program in the United 
States. Since the initiation of our program in the Sawtelle area, 88 
hew apartment houses are being constructed. One builder purchased 
all’ structures in an entire block and has completed plans for a $14 
million project which will provide over 12,000 apartments to replace 
substandard structures now occupying the property. 

Needs 


The city of Los Angeles needs $12 million in capital grants for the 
next 2-year period as a minimum and at our present rate of progress 
we will need an additional $100 million over the next decade. It is 
my viewpoint that we must have a progressive urban renewal program 
in our city or I feel we will encourage industrial, residential, and cul- 
tural stagnation. 

Senator CLark. You may proceed, Mayor Poulson. 

Mayor Poutson. My statement presents the program of the U.S. 
Conference of Mayors, of which I am president. The conference 
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in cooperation with the American Municipal Association has sent 
out questionnaires as a part of a survey of the needs of the local 
urban renewal programs which are being planned by cities. We find 
up to date it will reach the $600 million mark on an annual basis 
over 10 years. 

I will say this: I have been classed as a conservative, and I cer- 
tainly saw to it that they in preparing the survey hewed it down to 
‘the very miniinum of a growing program in Los Angeles. We call 
for a 10-year program. The city of Los Angeles, in order to carry 
out its program will need $12 million in capital grants for the next 
2 years and, over a period of the next decade, we will need, we figure, 
$100 million. And that is very certain. 

Now I would like to state why I consider this a Federal obligation. 
In the first place, I think as we all know, we have had a transition 
in the trend of population to the point where it has gone to the 
cities because of the condition on the farms. The family-sized farm 
is going out of existence because the various types of manufacture 
in the Nation are driving them out. 

I may say to you, I was born in a small town and raised there, and 
I still go up there, and I find the same thing prevails there. There 
is room for just so many people in these small towns throughout the 
United States and as the population increases the excess and the 
children go to the cities. 

In addition to that we have the problem—let us face it and be very 
frank about it—that the people of the South, the colored folks, are 
coming into the cities, and that becomes a responsibility which the 
cities then take on. 

Now the responsibility and the first responsibility of the city is to 
provide for the police and fire protection, the public utilities and 
the very bare essentials, but because of this great influx which is 
coming into the cities the time is coming, and I think I can speak for 
all cities on this, where we find we have a great burden which we 
cannot meet under the limits of taxation which the cities are able 
to raise. 

First of all, we find our tax powers have been preempted by the 
Federal Government. We are limited, we have the ad valorem tax 
on properties, which is absolutely at the top limit. 

I know that many people in order to avoid land taxes are living 
in apartment houses, they pass on their responsibility, and many of 
those can afford to pay the tax too. But they pass it on to the prop- 
erty owners. Property taxes have reached their limit, so it is a 
problem which we have to take nationally. 

However, some continue to say “We don’t happen to have enough 
money now, let’s cut urban renewal.” Well, the blight in our cities Is 
an illness. It is exactly the same as an illness in your physical body. 
I say that it is the same type of problem as physical illness because 
in these blighted areas is where our cities have almost all our social 

roblems, our crime problems, our health problems. They all develop 
in the slums, then the Federal Government or someone has to take 
care of them eventually, and the urban renewal program has proven 
one of the best methods by which we can begin to eliminate blight. 

That is a fact, the Federal urban program has been proven. | 

Senator CiarKk. Mayor, would you comment on the extent to which 
blight is spreading faster than you are able to arrest it in Los Angeles! 


——7~ 
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Mr. Poutson. Let us say that we are in many ways a newer city 
than many of those on the east coast—than your city of Philadelphia. 
But in the past 20 or 30 years it just caught up on us. We have had 
absolutely what was known as skid row; we took it down entirely. 
We demolished the entire area, and that is one of the older sections. 
Unless we have the program we have outlined, I know that we couldn’t 
keep up with it, and with all the other problems involved in slums. 
It is, as I say, a problem which is a national problem, because that is 
where your crime, illness, and so forth, come in. 

Here is an interesting thing. We have found in the cost of policing, 
that in the suburbs, where the density is less, the cost of fire and police 
is much less than it is in these blighted areas, and of course, that is a 
problem which interests us all. I think that is positively a national 
problem, and it is a problem which we can’t avoid by just postponing 
it, we are not avoiding it because it is multiplying. It is like a disease 
that gets worse if you don’t keep after it. 

Senator CLark. Mayor, what has been the status of the Los Angeles 
city budget and the Los Angeles tax rate since World War II, in 
general terms ? 

Mr. Poutson. That would be a very difficult one to give in com- 
parison, Senator, because of the great increase in population. I can 
guess, but that wouldn’t be a good example, because we have increased 
our population at such a rapid rate, but it is increasing gradually. 

Senator Ciark. Aren’t you rather unique among the larger cities in 
the country in that your geographical area comprises most of the 
metropolitan area, the city of Los Angeles? Or do you have a grea 
many other municipalities which are in the metropolitan area ? 

Mr. Poutson. We have a metropolitan area that is three times as 
large as our city—you see we join right on to cities—completely sur- 
round five cities. It isn’t comparable with many others. 

Senator Ciark. I think your city is a little unique in that respect. 

Mr. Poutson. Oh, yes, and I would just like to say, in closing, that 
in general, the general principle is outlined by Major Celebrezze of 
Cleveland, that it is the problem which has been brought up by most 
of the cities throughout the country. I think without question that 
there isn’t any Federal program that is as popular and is as much 
needed as the urban renewal program. It was started under the 
present administration, and it is positively, within the framework of 
free enterprise. It was—— 

Senator CiarKk. Mayor, to be sure, your party should take great 
credit in it because of Senator Taft’s participation, but the program 
was started in 1949. 

Mr. Poutson. What I mean is it really got underway since 1952, 
and started gathering speed. 

For instance, in Los Angeles, we have a program known as Bunker 
Hill project, where the Federal Government will put up a $14 million 
grant, and we put up 7 million, and there will be a loan of $39 
million, with every cent of the loan to be paid back. The loan is a 
lien against the property. The program will be open for bids, but the 
pene call for and we know that we have the bidders, all locally, for 
$310 million. ; 

And if there is any other program that the Federal Government can 
make an investment of keeping business going and not having to put 
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in any more than $21 million to get $310 million worth of business 
and growth, I would like to see the program. Certainly it doesn’t 
come with the farm programs. 

I happen to be more of a farmer financially than I am a city man, 

Senator Ciark. In these urban renewal projects, would you agree 
with me you get about $10 of private investment for every $1 of Goy- 
ernment investment ? 

Mr. Poutson. Ours shows about $15. 

Senator Bennerr. With that fact on page 2 of your prepared state- 
ment, you are prepared to say that 3314 percent is too much for the 
city to contribute and that should be reduced to 20 percent ? 

Mr. Poutson. I am—that is as representing the United States Con- 
ference of Mayors, that was their position approved by the last annual 
meeting. 

Senator Bennerr. Are you saying your personal opinion is dif- 
ferent from that, or is that an unfair question ? 

Mr. Poutson. I am speaking to you for the conference of mayors, 
that is what they all believe; yes, sir. 

I will say it this way, Senator Bennett, the program in Los Angeles 
is entirely different from those of other cities. 

Senator Brennerr. It is very interesting to me as a member of 
this committee, when it was cut down to 3314 percent, those of us 
on this side of the table said this is just the first step, they will be 
back for another cut the next time. I thought they would only go 
down to 25, but they jumped all the way to 20. Can you predict 
how long before it will be here asking for an outright grant with 
no participation ? 

Senator Dovueias. Mr. Chairman? 

Senator CLtark. Will the Senator yield? 

Senator Bennett. Yes, sir. 

Senator Dovetas. In order to get these facts right, the urban 
renewal or slum clearance program has always provided for a one- 
third contribution by the cities. I happen to have been given the 
honor of steering through title I in 1949, and so I know from per- 
sonal rememberance on this subject, it has always been two and one, 
it has never been three and one, so there has been no reduction. 
There has been no increasing claim by the cities thus far. 

Senator Bennerr. Senator, I am glad to be corrected. 

Senator Dovetas. That is right. 

Senator Bennerr. I am very glad to be corected, but the mayor's 
proposal here now is for a reduction. 

Senator Dovetas. I think the question as to what the local contri- 
bution should be is a debatable one. I am not saying that it should 
necessarily be reduced to 20 or 25 percent, but I don’t think the 
cities can be accused of edging into this business by steps. They 
have laid all their cards on the table. We may reject their claims, 
but thus far, they have borne one-third of the burden. 

Mr. Povtson. I think this, Senator Douglas, that we have pre- 
sented here the claim that $600 million a year for 10 years is needed 
on the basis of what all of the cities are prepared to do under this 
program. Then, we naturally know that it is up to both Houses of 
Congress to decide what is the amount that they can get into law. 
I know that is a problem, but we have to present what is needed. 
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I would just like to say to Senator Bennett, as a farmer myself, 
when you stop and think that 6624 percent of the people of the 
United States are living in the cities and you are making all this 
complaint about $600 million, and you have a $7 billion program 
for the farmers, I don’t think it is fair, I don’t think it is equitable. 

Senator Dovucias. Would you suggest reducing the subsidies on 
wool and beet sugar ? 

Mr. Poutson. I am not 

Senator Bennett. I think to satisfy the Senator from Illinois, 
whose people are interested in maintaining the subsidy on wheat, 
which is infinitely greater than the cost of the two programs that 
are important in the State of Utah. 

Senator CLark. Gentlemen, this is great fun, but I think we better 
get back to urban renewal. _ reed 

Mr. Poutson. I would like to say, speaking in behalf of urban 
renewal, I better not get mixed up into any of these other subjects. 
Of course, realizing that I might have a right to end my remarks. 

Senator Bennett. Realizing too, they grow a lot of beet sugar in 
southern California. 

Senator Ciark. Mayor, does that complete your statement ? 

Mr. Poutson. Yes, sir, and I know these other gentlemen have 
much better statements. 

I would like also to submit for the record a rather lengthy tele- 
gram from my predecessor as president of the United States Con- 
ference of Mayors, Mayor Robert Wagner, of New York City; and 
also, a telegram from Mayor Rishell, of Oakland. 

Senator SparKMAN. Without objection, the telegrams will appear 
in the record at this pot. I also have a telegram here from Joseph 
A. Doyle, mayor of the city of Ansonia, Conn., which will also appear 
in the record. 

(The telegrams referred to follow :) 





NEw York, N.Y., January 24, 1959. 
Harry R. Berrers, 


Erecutive Director, U.S. Conference of Mayors, 1707 H Street NW., Washington, 
BG. 


As mayor of the city of New York and chairman of the New York metropolitan 
regional council, I vigorously support the views of the U.S. Conference of 
Mayors on new housing and urban renewal legislation, and ask that the officials 
of the conference have this brief statement placed on the record when they 
testify before the Banking and Currency Committee of the U.S. Senate. 

We are gratified that major housing and urban renewal legislation is being 
considered so early in this session of Congress. No other legislation is of more 
importance to the continuing health and sound development of cities and urban 
areas. 

We take pride in the fact that New York has pioneered in programs which 
utilize the resources and assistance of city and State to produce low and mod- 
erate rental housing. But in common with all other cities, we must continue to 
look to the Federal Government for major support. Urban decay is a national 
as much as a local problem. Its cure far transcends the capabilities of limited 
local resources alone. 

A program which measures up to the needs of this Nation’s cities should in- 
clude the following : 

1. Federal contributions to title I redevelopment and urban renewal of $600 
million a year for 10 years. The success of the title I program to date in New 
York City, as evidenced by 13 projects now underway and 5 more pending, the 
backlog of projects that are needed and could be advanced if sufficient funds 
are forthcoming, and the enthusiastic response of private redevelopers to the 
hew west side urban renewal project where techniques are being developed that 

35482— 59 ——27 
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should be applicable to deteriorating areas in cities throughout the country, all 
testify to the potential of the title I program for stimulating the private in- 
vestment necessary for the renewal of our cities. So far this potential has been 
barely utilized. A program of the size indicated is needed to enable us to move 
ahead of the rate of deterioration, and will therefore result in the smallest ulti. 
mate expenditure of public funds. 

2. The present two-thirds Federal contribution to write-down costs must be 
increased, rather than decreased. In view of the acute financing problems faced 
by all cities, any such decrease would be self-defeating and tantamount to 
reducing the scope of a program which sorely needs expansion. 

3. Continuity adequate to permit and encourage sensible long-range planning 
and programing. In addition to the basic 10-year program, authorization for 
advance acquisition in blighted and deteriorated areas, and the provision of 
two-thirds grants for the preparation or completion of community renewal 
programs would be of great benefit. The community renewal program would 
enable cities to survey their older and declining communities and make compre- 
hensive plans for orderly renewal programs. 

4. An increase in the amount of funds that may be used for nonresidenial 
redevelopment above the 10 percent now permitted, and elimination of the 
requirement that such nonresidential redevelopment sites must include a sub 
stantial number of slum or blighted dwellings. Whatever the form of blight, 
it undermines the foundations of a city. A successful renewal program must 
be broad and flexible enough to meet the particular needs of the community. 

5. Liberalized relocation assistance for both the families and the businesses 
displaced by renewal programs. The amounts of payments should be increased 
and the ways in which they can be used broadened in order to give maximum 
assistance in relocation. Every effort should be made to provide equality in 
treatment to those displaced by the various types of public programs. Relocation 
assistance should be authorized for families displaced within a renewal project 
by voluntary rehabilitation or code enforcement on the same basis as for those 
displaced by clearance. This is of crucial importance to the success of a 
program such as our west side project, which combines conservation, rehabilita- 
tion, and redevelopment. The growing impact of renewal activity on small 
business and industry requires not only an increase in relocation payments, but 
assistance through a program of Federal long-term, low-interest loans. 

6. The interest charge on funds advanced by a municipality to develop a 
renewal project should be allowed as a proper charge against the gross project 
cost. Otherwise a city like New York is penalized because it doesn’t borrow 
Federal funds for this purpose. 

7. Restoration of the low-rent public housing program established by the 
Housing Act of 1949. Even with this, the balance of annual subsidy contributions 
will provide less than half of the remaining number of units authorized at cur- 
rent costs. An adequate public housing program is essential to increase the 
supply of housing serving that sector of the market which no privately financed 
housing can reach. It is vital to the success of the areas which desperately need 
renewal that they fall within this sector. The regional administrators and the 
local authorities should be given greater autonomy to establish more liberal 
administrative practices, eligibility requirements, and rent and income limits, 
The acquisition and rehabilitation of existing structures where suitable for public 
housing purposes should be encouraged. Programs of housing for larger families 
and elderly persons shou!d be fostered. Continued occupancy of overincome 
tenants on the basis of nonsubsidized rentals should be authorized in order 
to promote stability of projects and neighborhoods, and to broaden the cross 
section of families served by public housing for whom private housing is not 
available. 

8. Strengthening of the FHA multifamily housing program, upon which 
New York City is singularly dependent, in the following ways: 

An increase in the mortgage limits on sections 207, 213, 220, and 221 housing. 
Because of rises in construction costs the existing statutory ceiling on the amount 
of mortgage per room and per dwelling unit should be increased. Level-payment 
mortgage plans for sections 220 and 207 housing should be made mandatory in 
order to reduce rents on new apartments. Increased FNMA special assistance 
for all multifamily programs is needed to support the apartment mortgage mar- 
ket. Section 221 should be revised to permit the purchase of existing small 
rental properties. FHA appraisal formulas should be changed to allow for more 
widespread use of sections 207 and 213 housing in the central portions of the 
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city and to reduce the cash equity requirements now imposed on the private 
builder. 
Rosert F’. WAGNER, 
Mayor, City of New York. 


OAKLAND, Cauir., January 24, 1959. 
U.S. CONFERENCE OF MAYORS 
(Attention Hon. Norris Poulson, president) , 
Washington, D.C. 


Mr. CHAIRMAN, HONORABLE COMMITTEE MEMBERS, GENTLEMEN: Although un- 
able personally to participate in the current legislative hearings on an adequate 
housing bill for 1959, I appreciated the opportunity through the joint and con- 
certed efforts of the United States Conference of Mayors and the American 
Municipal Association, to present my views and those of my city regarding this 
essential program and the needed legislation to carry it through to completion. 

Our city, in slightly over 31%4 years since the inception of the Oakland urban 
renewal program, has developed what we consider to be the essential compre- 
hensive approach to urban renewal as contemplated in the workable program. 
We presently are pursuing an agressive, citywide conservation program backed 
by an effective and hard-working citizen’s committee, as well as our city council 
and myself, and the local administrative offices. We are in the execution stage 
of one of the Nation’s first rehabilitation urban renewal projects being carried 
out with Federal assistance. 

This project, which we call Clinton Park, was designated as a pioneering 
effort by the former Administrator of HHFA. It has more recently been pointed 
to, nationally, as an example of how this type of project should be carried out. 
Oakland was also called a pilot city by the Federal Government. But, if we 
are to have no more assurance of the continuation of urban renewal than that 
which appears in the current proposals of the administration, our plans, our 
struggles to get under way, and our promises to our citizens, based upon the 
assurances of the Federal Government that its share would be there and ready, 
have gone for naught. If those assurances cannot become fact through the 
affirmative act of this Congress and the provisions of an adequate housing bill, 
we may be practically faced with dropping our whole program. 

In 1956 the Congress of the United States made available legislation which 
permitted the advance of Federal planning funds for what is known as the 
general neighborhood renewal plan approach. The Redevelopment Agency of 
the City of Oakland has been operating under such an advance and has just 
completed such a plan for a 250-block area of our city. In the requirements 
for general neighborhood renewal planning specified by the Federal Govern- 
ment, a community must pledge that at the conclusion and approval of the gen- 
eral neighborhood renewal plan it will immediately commence the project plan- 
ning and execution of specific projects within the larger area, so that the entire 
area will be renewed in a period not in excess of 10 years. 

Oakland has so pledged, but presently only has the assurance of the Federal 
Government that Federal capital grant funds are reserved for but a small portion 
of this total program. It would seem inconceivable that the urban renewal pro- 
gram which is so badly needed and into which our city entered in good faith 
would be emasculated and regarded from the standpoint of Federal participation 
to the extent that these well-conceived plans would now need either to be aban- 
doned or so watered down as to be relatively meaningless. 

This could be considered as little less than a complete breach of faith on the 
part of the Federal Government and reflect unfavorably on local officials as well 
as the interested citizens’ committees working on these projects. 

I think it only fair to add that we have no complaints regarding the caliber, 
integrity, and good intentions of the regional officials of HHFA. They have at 
all times been helpful and, I believe, acted in good faith. 

While my statement is general in nature, gentlemen, I hope that this expression 
of opinion in concert with a great deal of more specific testimony being presented 
to you will be sufficient to produce promptly a housing bill for 1959 which clearly 
interprets a realistic and courageous determination on the part of Congress to 
face one of our Nation’s greatest problems and greatest needs with effectiveness 
and adequate assurance that urban renewal not only may continue more rapidly 


me well, but on some more solid foundation than a year-to-year desperation 
asis, 
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I wish to thank your committee for its consideration of these matters and ip 
providing the opportunity for the representatives of the U.S. Conference of 
Mayors and American Municipal Association to appear before your honorable 
body and to make their statements available. , 

CLIFFORD E. RISHELL, 
Mayor, City of Oakland, 


ANSONIA, Conn., January 26, 1959. 
. Housing SUBCOMMITTEE OF THE SENATE BANKING AND CURRENCY COMMITTEE, 
U.S. Senate, Washington, D.C.: 


I urge favorable action on omnibus housing legislation, S. 193. Add my 
support to testimony presented by American Municipal Association. 


JOSEPH A. DOYLE, 
Mayor, City of Ansonia, 

Senator Doveias. Mr. Chairman, the mayor of Chicago, the 
Honorable Richard Daley, hoped to come here this morning and to 
testify, but the President of the Argentinian Republic is paying a 
visit to our city today, and this requires Mayor Daley’s presence there. 
He is going to testify before the House committee on Saturday, on this 
subject, and I know that he will make a very strong statement in 
support of a vigorous and progressive program of urban renewal and 
public housing. 

Senator Ciark. I think if the mayor of Chicago wished to have his 
statement appear of record here, there would be no objection to in- 
cluding it in the record if it arrives in time. It may be done. 

Senator Bennett, do you have any questions? 

Senator Bennerr. No. 

Senator SpaRKMAN. Senator Frear? 

Senator Frear. No. 

Senator SPARKMAN. Senator Douglas? 

Senator Doveias. I want to congratulate Mayor Poulson on his 
statement. I am sure it was not arrived at without travail. I think 
one of the things which public officials dread most, is to reverse their 
position on public issues, but I want to say that I respect him very 
much for the honest and frank statement which he has made, and I 
am sure we can put it to good use. 

Mr. Povutson. Senator Douglas, I will repeat what I stated in the 
House committee last year, when I was a Member of Congress before, 
it is like playing on a ball team. Now I am the umpire. 

Senator Dove.as. I just wanted to raise one question, if I may. I 
notice you spent most of your time on urban renewal, but on the top 
of page 4 you say that 12,500 families will be relocated due to various 
governmental actions, and one of our problems is to provide low-cost 
housing. 

Do I understand therefore that you favor further authorization 
for public housing ? 

Mr. Poutson. With that qualification. Now that is—I am con- 
sistent, absolutely, on this phase. 

Senator Doveras. I am not like, you remember, Emerson said con- 
sistency is the hobgoblin of little minds. I am honoring you because 
you are not thoroughly consistent with what you said in the past and 
I respect you for it and I am not going to rub any salt in your wounds. 

Mr. Povtson. Yes, sir; the public housing at all times—I think 
you would find that in the Congressional Record—of course no one 
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ever looks back at them, but you will find that I had stated that I 
believed in public housing for those people in the very lowest income 
brackets. I went along with Senator Taft on that phase of it, and 
those of course, would be the people who would qualify for this, 
because they would be moved out of these areas and would be unable 
to find homes in which to live; so it is part of the program. 

Senator Dovetas. I don’t want to add to your inner stress and 
strain, Mayor, but the administration is proposing that further 
authorizations for public housing be discontinued. I want to know, 
asmayor of Los Angeles, what you think about it ? 

Mr. Poutson. I have made my statement and I stand by it on that. 

Senator Dove.as. I take it you do not agree then with the position of 
the administration on this point ? 

Mr. Poutson. I make up my own mind. 

Senator Doveras. For the sake of the record do you or do you not 
agree ¢ 

Mr. Pocison. For the sake of the record, I don’t agree. I agree 
with the statement I made; yes, sir. 

Senator Dovucias. Thank you very much. 

Senator CLark. Mayor Poulson, you are speaking for the U.S. Con- 
ference of Mayors, whose position might be a little different from 
yours, but they are in favor of further public housing authorizations, 
are they not ? 

Mr. Poutson. They are in favor of it; yes, sir. And as I stated 
personally, I feel that we have to take care of those people whom we 
move out of these slum areas. 

Senator CLark. No other way to do it. 

Mr. Poutson. That is, we have to assist them. 

Senator CLark. And there is no other way to do it? 

Mr. Poutson. In some areas, that is the only way to do it. 

Senator SpARKMAN. Senator Proxmire ? 

Senator Proxmire. No questions. 

Senator SpAaRKMAN. Senator Muskie? 

Senator Muskie. None. 

Senator SPARKMAN. Senator Williams? 

Senator Wittiams. None. 

Senator Cuark. Thank you very much, Mayor Poulson. It is 
always a pleasure to have you here. 

Next witness is Mayor Dilworth. We are happy to have you here 
again. 

Senator Dovetas. I am very happy to see the old team of Clark and 
Dilworth is reunited. 


STATEMENT OF RICHARDSON DILWORTH, MAYOR, CITY OF 
PHILADELPHIA 


Mr. Dirworrn. Mr. Chairman and members of the subcommittee, 
I want to thank you for giving me and Philadelphia an opportunity 
to express our views on the national problem you are considering today. 
For this is indeed a national—not a special-interest—problem. Most 
of us live in cities these days. All of us are dependent on cities for the 
many services and amenities which only a city can supply. 

Tet me underline that last statement. Everybody needs the cities 
and the services the cities can give. But, gentlemen, the cities cannot 
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provide these services unless they are efficient, functioning units, 
geared to today’s needs. And this is not possible unless the cities’ total 
problems are dealth with. Not just one type of pens not just an 
isolated project here and there; not something this year, and maybe 
something next year. We must have a total program, a continuing 
program, a program flexible enough to let us strike at the right place 
at the right time. 

Obviously the first consideration in arriving at a total program of 
this type is how much money should the Federal Government put into 
it and over what span of years. 

The present administration now asserts that the cities and the States 
should take this job over themselves to a greater and greater degree, 
This is, of course, ridiculous. The cities are already putting in all 
that they possibly can. The competition for industry between the 
Sttaes makes it clear that no State legislature is going to impose the 
taxes necessary to support such a program. ‘To doso would be to risk 
the loss of industry to States which have refused to levy such taxes, 

Just consider the cities’ tax situation: 35 years ago 75 percent of 
all taxes went directly to the cities and States, and only 25 percent went 
to the Federal Government. Today that situation is exactly reversed. 
And of the city-State share, the city gets less than half of the tax 
dollar. If we were capable of financing this program ourselves, or 
even finacing a larger portion of it, I assure you we would not be here 
today. 

Personally, I find it difficult to understand how anyone can doubt 
the value of the investment of Federal funds in urban renewal. It is 
one of the soundest investments the Federal Government can make. 
Experience has demonstrated that for every $1 of public money spent 
on urban renewal, $10 of private capital is invested. I doubt that 
there is any other public spending which can act as so great an incen- 
tive and stimulus to our national economy. And it permits the cities 
to grow strong enough to be able to continue to pay the tremendous 
share of the taxes which the Congress imposes upon the cities in order 
to support the defense effort. ' 

The administration’s proposal for $250 million now, and a declining 
sum in later years, won’t even commence to meet absolutely minimum 
needs. That sum will give each city so little that it would in effect 
bring the whole redevelopment program to a halt in every large city. 

We estimate that Philadelphia alone needs about $156 million over 


the next 6 years to carry out the balanced renewal program already | 


developed. For example, our Independence Mall-Franklin project 
alone calls for some $17 million of Federal money. An application 
for this project is presently on file with the Urban Renewal Admin- 
istration but cannot be processed until more funds are available. And 
this project area has great historical significance for all the people 
of this Nation. Or take our University City program, designed to 
renew a great institutional area, where some of our finest universities 
and hospitals are clustered, hemmed in by blight at present. This will 


take at least $10 million of Federal funds. Or consider the conserva- | 


tion program, aimed at saving our fine old neighborhoods from the 
blight that is starting there. For this program alone we need $60 
million of Federal money over the next 6 years. 
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Compare these explicit needs with the amounts proposed and you 
have a picture of what an inadequate approach means in terms of 
urban renewal. Based on past experience, Philadelphia might expect 
to get about $56 million over these 6 years under the administ ration’s 
proposal. And we would only get $87 million under 8. 57. Only 
Senator Clark’s proposal, under which we might hope to get just about 
$150 billion, is of a size adequate to meet the immediate and demon- 
strated need. 

I would like to stress that both the time period and the amount of 
the authorization are important. A 10-year coverage would permit 
each municipality to plan an overall program in which the business 
community could participate to accomplish the city’s real rehabilita- 
tion. The short-term appropriations that have been made in the past 
leave too many programs in doubt. This prevents sound planning and 
the effective participation of the business interests in carrying out 
urban renewal. No program of redevelopment can succeed without 
the support, and effective participation of the business community. 

If Federal appropriations are either inadequate or of too short a 
duration, we shall pay the penalty of the added costs necessary to 
redevelop areas which might have been saved if we had reached them 
in time. 

Also, the share of total cost which the Federal contributions repre- 
sent should certainly not go down, but should, if anything, rise. We 
have consistently urged that the Federal contribution be increased 
to 80 percent. Obviously, this does not mean that the cities intend 
to reduce their contribution to the solution of their own problems; 
quite the contrary. Rather, such a change would make it possible to 
speed up the renewal process. 

I know that you gentlemen are familiar with the multiplicity of 
problems which need to be ironed out legislatively. And other repre- 
sentatives of our many cities have spelled out points of view on which 
we mayors all concur. Therefore, I do not propose to go into detail 
about the other features which this bill should contain—with one 
exception. This is a problem arising in connection with the actual 
execution of renewal projects, and I should like to comment specifically 
on it, because we are one of the few cities which has by now accumu- 
lated considerable experience with the actual carrying out, as distinct 
from the planning, of projects. 

I refer to the compensation which we are permitted to give to the 
people whose properties we take in order to renew an area. Some of 
these people are not adequately compensated under existing Federal 
law. It is true that they receive the fair market value of their prop- 
erties. But this is not always adequate to enable the homeowner to 
obtain a comparable dwelling elsewhere. This is especially true of 
the owner of a house which is sound but surrounded by blight, or a 
house which is comfortable but obsolescent. Though these represent 
only a minority of the families displaced by clearance operations, they 
are special hardship cases, and we should be able to give them special 
treatment. If the Federal housing aids had not for so long a time 
encouraged the construction of high-priced housing, this might not 

such a serious problem at the present time. 

In addition, of course, as has been frequently pointed out in the 
past, the small businessman often falls in the special hardship case, 
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too. When he moves—and frequently even before that—he loses a 
clientele built up over many years. If he is renting the property, he 
may also lose money on his investment in equipment and facilities and 
on his lease. Therefore, we need to be able to give special considera- 
tion to this type of situation as well. 

In closing, I should like to list some of the other legislative changes 
needed if we are to round out a balanced program: 

(1) Additional authorization of public housing and a loosening of 
the Federal grip on the public housing program. 

(2) A new program to provide increased housing at prices within 
the reach of the middle-income group. 

(3) A new program specifically designed to facilitate rehabilitation 
of existing houses. 

(4) A change in the eligibility requirements for Federal title I aid 
to permit renewal of commercial, industrial, and institutional areas, 
as well as those which are and will be largely residential. 

(5) Better aids for the provision of housing for elderly persons. 

(6) Provisions aimed at eliminating discrimination from the hous- 
ing market. 

(7) Provisions of the type contained in S. 57 for a community 
renewal program, to permit planning on a total basis and maximum 
credit for city improvements as noncash matching funds. 

Philadelphia is an old city, gentlemen. We are proud of our age. 
But, like all older cities, we are only too well aware that we must 
treat the decay which presently exists in and is spreading throughout 
our cities. These cities are the hearts of our metropolitan areas, and 
heart failure would be just as disastrous for these metropolitan areas 
as for the human body. 

Again, Mr. Chairman, I wish to thank the members of this com- 
mittee for giving me an opportunity to present Philadelphia’s views 
on these vital issues. I know that the work of your committee will 
assist the vast American urban population in achieving a better life 
in an improved environment. 

And if I might address myself very briefly to some of the questions 
that have been raised, it was just a year ago that we were in the White 
House and we were assured that the administration realized how 
essential it was that there be continuity to this program and a reason- 
able degree of certainty, because I think we succeeded in convincing 
the administration in the White House that this program went way 
beyond just the questions of public housing, slum clearance; that it 
went to the heart of the most important problem there is, the rehabili- 
tation of the big cities. 

Senator Crark. Senator Douglas? 

Senator Dovetas. I wonder if the mayor would tell us about this 
White House Conference. I never heard of it before. 

Mr. Dinworrn. Oh, it was very much publicized, Senator Douglas. 

Last February, Mayor Lee, who is here, and the then president of 
the United States Conference of Mayors, the then president of the 
American Municipal Association, and I, met with the President and 
we thought we were able to convince the administration that this 
was a community effort to save the goose that laid the golden eggs. 

In other words, I think any fair analysis of the Federal tax program 
shows that the great urban areas do pay a disproportionate share of 
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those taxes, and the fact is they will continue to pay a disproportionate 
share of those taxes, but in order for us to be a to continue to pay 
a disproportionate share of taxes, we have to be healthy, we have to be 
in good shape, and the important thing i in this is, as was brought out by 
Mayor Paulson, and I know Mayor Lee is going to bring out, is for 
every dollar of Federal aid city money that goes in there, we get at 
least $10 of private invested ¢ apital. 

Now, it was not easy in the early days to sell the business com- 
munity and the local chambers of commerce on these programs. They 
had heard so much about socialization that it was rather difficult, but 
in our own city, thanks to Senator Clark, when he was then mayor, 
the business community began moving in to this situation very whole- 
heartedly, but they did w ant assurance that there would be continuity 
and some certainty to this program, because they budget their busi- 
nesses way ahead on their expansion plans. 

This grinding halt, that was brought last fall to this whole program, 
has been one of the most ruinous things economically for the urban 
areas—and will be for the tax program 1 of the Federal Government— 
that has ever happened. 

The center city business community in Philadelphia had pledged 
itself, commencing with meetings commenced by Senator Clark when 
he was mayor, and continued by me, formally and in writing and in 
public meetings to spend close to $600 million in the next 10 years in 
center city. 

We were even able for once to persuade the State to come in a bit, 
because of course our situation with the State is very much the same, 
we pay a disproportionate share of the State taxes. When this was 
brought to a halt, it really created dismay in the business community. 
There is down here in the records telegrams from our chamber of 
commerce, which is made up of extremely conservative businessmen, 
our bankers, our investment bankers, important officers in national 
corporations, so don’t take merely a local point of view. 

Senator Clark. Real estate interests. 

Mr. Dinwortn. All the important business interests of the city, 
including our most important and most conservative civic corporations 
like the Greater Philadelphia Movement, deploring this situation. 

If I could take just 1 minute on that, in our own community, the 
cities have very few tax resources, and I think that is something that 
has to be stressed, particularly with some of the Senators from the 
great Western States, that particularly in your older Eastern States, 
the cities have very few tax resources. 

Senator Ciark. Would you mind just telling the other members of 
the committee what has happened to Philadelphia city budget and how 
many times taxes have had to be increased ? 

_Mr. Dirworrn. We today run a budget vi about $220 million, exclu- 
sive of schools, as against $150 million 8 years ago. That is how much 
we have put up our taxes. We have titer: ally. in the day’s market, 

reached a point of no return. We are repeatedly told by business, if 
there is any further attempt at the moment to go up in taxes, that it 
will speed the flight of industry to the suburbs, which we are just 
beginning to reverse. 
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Senator Crark. The school budget is a very substantial budget, 
too, which also has to rely on local property taxes to a large extent, 
is that not correct ? 

Mr. Ditworrn. Yes, sir, and the school budget has been very mate- 
rially increased. 

Senator Ciark. Do you happen to remember how much it is? 

Mr. Ditworrn. No, but the school budget is completely separate, 
it will go to $110 million next year, and I think 8 years ago was about 
$80 million or $75 million. 

Senator Ciark. In the meanwhile, have you had a flight of wealth 
to the suburbs ? 

Mr. Ditworrn. Yes, sir, we have had. Qne of the things that this 
program is going to make possible is to halt the tendency of our cities 
to become ghettos, and I don’t mean ghettos of any one color, I mean 
ghettos of every minority group, every low-income group. In the 
great cities, that is happening. With your wealthy, attractive suburbs 
and very low tax rate outside, there is a great danger that the big cities 
will become a sort of low-income ghetto. 

The average income of Philadelphians has not increased in 30 years 
because of that reason. Your young families as they start to make 
money, are going out. The average income of our immediate subur- 
ban counties has tripled in 30 years, so you can see what that does 
itself to our tax base. 

We realize that we have to get industry into the cities. We are 
now making a tremendous strive for that and are beginning to suc- 
ceed. It cannot possibly be done without the aid of a Federal urban 
redevelopment program. 

No city, in my opinion, has the tax resources with which to do it. 
And, that is also true of getting and attracting your middle-income 
families back. One of these redevelopment programs has made it 
possible for us to put four fine apartment houses up. We are already 
attracting into those houses older people, moving back to the city from 
the suburbs. 

Senator CriarK. Isn’t it pretty clear to you that the suburban areas 
cannot. themselves exist and prosper without a healthy core city to 
which business and industry look for leadership ? 

Mr. Ditworrn. Our urban areas are now very conscious of that 
fact. 

I think we have to realize one more fact there, that out of every 
dollar of taxes paid by a resident of a great urban area that urban 
area only gets about. 10 cents on that dollar to meet its own needs, so 
that we do have to get some assistance, some pump priming from the 
Federal Government, if we are to go ahead, and if we are to remain 
healthy and growing. 

Senator CLark. Where does the other 90 cents go? 

Mr. Ditworrn. I think as you gentlemen know, better than 75 cents 
goes to Federal Government, and better than 15 cents today, goes to 
the State governments. But one of the things that was stressed last 
year in our White House conference was, why don’t the States do 
this? Why isn’t this the obligation of the States? I think in theory 
it very probably is, but in practice again, it isn’t merely the question 
that we have rurally dominated legislatures and will have; it goes 
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been a great industrial State, we now have our second consecutive 
Democratic Governor, yet he has pledged himself for a drive to bring 
industry back into the State, and that we are going to level off, in 
fact, in many cases, reduce corporate taxes. Why? By our failure 
to do so in the past, and I was one of those 25 years ago, and we had 
our first Democratic administration, took great pride and pleasure in 
helping put through some great sociological program which meant 
a great increase in corporate taxes, and what has been the result? We 
have lost many industries, we have failed to attract many new indus- 
tries, with the result, we now find ourselves in a distinct disadvantage 
with Ohio, New Jersey, Delaware, and other immediately surround- 
ing States. 

And we are all convinced, Republicans and Democrats alike, in our 
State, that the facts of life are that no State can undertake today any 
great sociological program, because if it does, it has got to turn to 
corporate taxes. The moment it turns to corporate taxes, your indus- 
try leaves and goes to another State. 

So that whenever somebody in the Federal Government says to us, 
“The State should pick up this burden,” we have got to admit they 
should, but when the say “they must,” it is perfectly plain that under 
our present Federal Constitution, and rights of the States, that no 
State can pick up such a program because it becomes immediately 
self-defeating because it does necessarily involve a substantial increase 
in corporate taxes and there is no State which can do that. 

Senator Crark. Mayor, will you tell the committee the present ef- 
forts which are being made by Governor Lawrence and his committee 
of businessmen to find an additional $350 to $400 million of State 
taxation, in order to balance the State budget ? 

Mr. Ditworrn. Well, every State, of course, is faced with that. 
Our State is going to have to go from an annual budget of about $1 
billion, to an annual budget of about $1,250 million, and that will 
include virtually no urban and renewal or housing program of any 
kind. If we can get $10 million a year out of the State, we will be 
doing very well, which, of course, is a drop in the bucket, and these 
taxes will be almost all entirely individual taxes in the nature of 
sales tax and taxes of that kind. 

But to get to the final thing, so as not to take any more of the time, 
but I would again like to point out, if I might, almost to direct this 
use, one of the reasons that this again is so important, if you would 
take a look at some of our programs in the city, you have to realize, 
sirs, that in our old cities, our oldest coast cities, our industrial slums 
are almost more of a problem than our housing slums, because for 
ears and years, in cities like Philadelphia, Baltimore, and Boston, 

usiness was conducted in loft buildings with n parking facilities, any- 
thing of that kind. And today, those are literally slums laying 
vacant, and in a city like Philadelphia, where we had a large textile 
industry and large hosiery industry, that, of course, has pretty much 
vanished. All that has to be torn down, and has to be made into 
modern industrial parks. We are doing it; we have made a tremen- 
dous start to it; we are putting every cent of our own money in that 
we can, and it has got to be done, if we are to survive, as I say, and 
remain the kind of tax entity that we have been. 

Now, what are the programs in Philadelphia, alone, that we regard 
as absolutely essential, that our chamber of commerce regards as 
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absolute minimum needs, that our groups, like our banking groups, 
our investment banking groups, our greater Philadelphia movement 
all regard as absolute minimum ? For the next 10 years, at least 
$250 million of Federal money and the city will put in virtually that 
amount, no matter what the r ratios, as pointed out so eloquently by 
Mayor Celebrezze, our experience is we put up actually about a half 
in all of these cases, because so many of the items that go in and are 
_going to have to go in, are disallowed under the regulation or actually 
under the law. 

The fact is, that unless we can get that kind of aid from the Fed- 
eral Government, we are going to be absolutely swamped and just 
not able to meet this situation in any way, shape, or form. 

We have 60,000 slum units in the city of Philadelphia in which 
200,000 people live, and when I say slum units, they are units in 
which you should not ask a dog or a pig to live, and in which 200,000 
people have to live today. 

Thank you very much, sir. 

Senator SparKMAN. Thank you, Mayor. 

Any questions ? 

Senator Frear. Yes, sir; I have. Mayor, nice to see you again, sir. 

Mr. Ditworrn. Senator Frear. 

Senator Frear. I want to congratulate you on your ability to 
change your opinion and mind, as you did from 25 years ago, as the 
Senator from Illinois had congratulated the gentleman from Cali- 
fornia. I think that is progression. 

If I remember correctly, you said that only 10 percent of the tax 
dollar assessed the residents of your city remains in the city. Where 
does the other 90 percent of that tax dollar go? 

Mr. Ditwortnu. Well, we believe that a little better than 75 cents 
goes to the Federal Gov ernment, a little better than 15 cents goes to 
the State government, and the ratio is constantly reducing, as far as 
the city goes; the first time we used these figures and they have been 
prepared by the National Chamber of Commerce Clark and 
T used them in one of our first campaigns some 8 years ago, it was 
then about 70 cents to the Federal Government, and as I say—we are 
taking chamber of commerce figures, then about 70 cents to the Fed- 
eral Government, 18 cents, I think it was, to the State government, 
and about 12 cents to the municipal government. 

Today, years later, it is creeping up to 80 cents for the Federal 
Government, and there is no use fooling ourselves, that is never going 
to be reversed. You know that conference of the Federal Govern- 
ment and the Governors, as has been so eloquently pointed out by the 
mayor of Nashville, about the only thing that the Federal Govern- 
ment actually offered to turn back, were taxes on billiards. and pool- 
rooms, and you cannot finance many programs on billiards and 
poolrooms. 

But today, we are getting a little less actually than 10 cents on the 
dollar, the State is now getting up toa point where it is taking a 
little bit more than 15 cents, the cities’ share shrinks every year, year 
in and year out. It will continue to shrink; the State puts the squeeze 
on us, the Federal Government naturally with its tremendous defense 
demands, and all that, absorbs more of the tax dollar, and more, that 
is, the broad-base taxes, and it is going to continue. I don’t see any 
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chance of that reversing, and I think the mayors of the big cities are 
resigned to that fact. 

Senator Frear. Of course, if that is your impression, if you don’t 
think there is ever going to be any reverse to this, then my future 
questioning is probably going to be without any results at all. I am 
glad to hear you say, however, that you do depend upon the chamber 
of commerce to give you accurate information ? 

Mr. Dinworrn. W ell, we do and we don’t. 

When it meets our purposes it is accurate; when it does not, it is 
not, sir. 

Senator Frear. That isa very fair statement. 

I think that is very accurate. 

What are your total taxes from your individual in the city of 
Philadelphia, total taxation ? 

Mr. Ditworrn. It is up now, , if you include schools, we are up 
to very nearly $350 million a year 

Senator Frear. You could not say that 75 percent of the $350 
million came to aWshington, could you, because you would deduct 
your school money first 

Mr. Dinwortn. I mean it is the other way around. Every dollar I 

ay out in taxes as a resident of the city of Philadelphia, the city of 
Phil adelphia only gets about 10 cents of that. 

Senator Frear. How many of those dollars, of which you maintain 
10 percent in Philadelphia, are paid? What does 10 percent of 
your dollar amount to in city taxes ¢ 

Senator Bennetr. $350,000. 

Mr. Ditwortn. Today, including our school tax, about $350 million 
torun our city each year. 

Senator Frear. Then your total taxation is 90 times 350 if you 
retain 10 percent. 

Mr. Ditworrn. Including our business and all the taxes that go 
into Federal Government, it comes to very nearly that. 

Senator Frear. That is a considerable amount of money. And 75 
percent of that comes to Washington ? 

Mr. Dirwortn. Yes, sir. 

Senator Frrar. Approxim: ately 75 percent of that comes to Wash- 
ington. How much of that 75 percent, coming to Washington, do 
you get back into the city of Philadelphia ? 

Mr. DILWwortH. Again, : according to our local chamber of commerce, 
we only get back about 40 cents of ever y dollar that our individuals 
and our businesses pay into the Federal Treasury. Whereas, I under- 
stand now, I have learned by bitter experience, you never help your 
own cause by running down others, but I believe there are some 
of the rural areas that actually get back more money than they put 
in. Now that may be necessary in their cases, they may be in such 
shape that is necessary, we are not complaining about that. I would 
hot want to say for one moment that we are complaining about it, 
because I have to appear next Monday before our State legislature, 
and I know this will be brought up to haunt me if I complain about it. 

Senator Frear. We don’t want to have you make any statements in 
Washington that will cause you difficulty in Harrisburg. I think 
that is pretty accur ate, that you get back 40 cents out of each dollar 
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you send down here. Mayor, the poor people of Delaware don't 
get back nearly that amount. 

I think they only get back about 2 or 3 percent of the dollars that 
they send down to Washington. We have stated that the representa- 
tives that the people from Delaware send down to Washington, are 
not doing their just service. If they can’t do better than get back 
3 percent on the dollar that the people send down to Washington, 
I don’t think they are of much use to the people of Delaware. That 
is not being critical, I am not going to be critical of my friends from 
Pennsylvania, Illinois, Utah, or Alabama. But I think that is an 
accurate statement, and it may be that even though we don’t see it 
in the future, the day is going to come when we are going to have to 
send less dollars down to Washington and retain more at home, and 
God help the day, because I want to see it. I think we are sending 
too many dollars down here, to let the Congress take the toll out on 
it, and give you back a very small percentage of it. 

I think you people in Philadelphia, and in the rest of Pennsylvania, 
and I might admit, with a little humility, that Delaware too could 
be included in that class, can better exercise the spending of those 
dollars than you can by sending them down here, for to say we 
are going to give Philadelphia some, we are going to give Delaware 
a little, and are going to give somebody else some. I hope the day 
will come when we can take less toll out of your dollar and give you 
more to spend at home. 

Mr. Ditworrn. Senator, you never will, and it is just absolutely 
unrealistic to believe that. In the first place, no legislative body in 
the world has ever given up power voluntarily, the enormous taxing 
power that the Federal Government has today, and it is largely neces- 
sary with this tremendous defense program and it is necessary, and 
will be as far as we can see, particularly following that Armenian 
gentleman’s visit to this country. It is very apparent, it seems to me, 
the cold war is going to go on at least during the lives of everybody 
in this room, so the Federal Government is going to have to have this 
kind of tax money and as long as there are no ground rules between 
the States, you cannot expect the States to pick up great sociological 
programs, because they can’t pick them up and retain the industry 
that they need from whom they would have to collect the tax dollars 
to put them into effect. 

There is only one government that can do it, and that is the Fed- 
eral Government, and anybody who does not think that is com- 

letely unrealistic. I don’t enjoy coming to Washington—not that It 
isn’t a beautiful city, but I don’t enjoy coming to Washington once 
a week, which we have to do; neither do these other mayors. I dont 
enjoy having to go down here, where we are at least treated with 
great courtesy and consideration; I don’t enjoy going up to State 
legislatures, where we are treated as absolutely miserable refuse, hav- 
ing to go up there at least once a week and being knocked from 
pillar to post by those legislators who take great delight in massa- 
creing the big city—no fun for any mayor. But I think one of the 
most important functions of the mayors of big cities and the rest of 
our lives is going to be doing that very thing. I think every one of 
these cities here today—we have a regular legislative representative, 
have to have in Washington today, and Harrisburg today. I know 
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Mayor Daley has in Springfield, I am sure Mayor Mariani has in his 
State capital. It has reached that point, and it isn’t going to get any 
better as long as we have the cold war; it is going to get worse. And 
no matter how much we would like to see the other, it isn’t going to 
happen, sir. 

Senator Frear. Mayor, I don’t want to prolong this and detain 
you at all, because I have a great liking for and t think that your 
thinking along many lines is very clear, especially politically. But 
I do ask this: Are you telling us, now, that eventually taxes will be 
levied by the Federal Government entirely, and allocated to the 
States, cities, and suburban and rural territories ? 

Mr. Ditworrn. No, sir; but the gap may close a little more—there 
isn’t much more it can close, but it certainly is not going to improve, 
in my opinion, unless the cold war vanishes, and our enormous needs 
for defense go down, and as I say, it was perfectly clear from Mr. 
Mikoyan’s visit the cold war will never end in the lives of anyone in 
this room. 

Senator CrarKk. Will the Senator yield ? 

Senator Frear. I will yield after I make this one comment. 

I have great respect and esteem for the Members of the House of 
Representatives in Washington, and for the Senators, especially, but 
it would be very difficult for me to believe that there aren’t many 
people in your State of Pennsylvania, and in the State of Delaware, 
who are not equally well qualified to handle the resources and the 
tax problems of the particular areas. That it is better to have to 
come down to Washington and have us people down here collect it 
and disseminate it as we may think best. 

Mr. Ditwortu. I agree with you, sir, it is not efficient. We have to 
go through three brokers in effect, on our Federal programs, and 
nearly all of them we have to go through the State and have to go 
through the Federal Government, but it is a fact of life, and it will 
continue to be a fact of life during all of our lives, I am convinced. 

Senator Frear. That is bad news, Mayor, but I recognize, and as 
I said, I respect your position—what you have said this morning— 
and your prediction, too. I hate to agree with you and hate to go 
along, but I am going to respect it, sir. I yield to my good friend 
from Pennsylvania. 

Senator CiarK. I just want to make the brief observation that the 
system of the Federal Government collecting all the taxes and re- 
bating them on an agreed basis may not be as unrealistic and as far- 
fetched as might have been suggested. It is the system in Switzer- 
land today, and Switzerland is one of the best governed countries in 
the world. I also want to point out our Federal program is progres- 
sive, and the local program is regressive, generally speaking, with 
many exceptions. The Federal system of taxes is based on the 
ability to pay, and the local system is not. 

Senator Frear. I don’t want to make too strong a comment against 
my good friend here, because I respect and like him very much, but 
that is the type of system with which I thoroughly disagree—to cen- 
tralize government and especially centralize government through 
taxation. ; 

Senator SparKMAN (presiding). It was a matter of freezing reve- 
hues, very largely brought about the adoption of the Constitution of 
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the United States for sustaining the common defense, and so forth. Of 
course, I think the argument is not so much against that system, but 
against Federal taxation gradually pushing local governments from 
fields of taxation. 

Senator Frear. The right of State taxation. 

Senator SparRKMAN. I will remind you, we are asked now to raise 
the tax on gasoline by the Federal Gov ernment. You probably saw 
the statement that Seeder Rayburn made, in which he brought out 
the point that that was one tax that ought to be reserved from further 
invasion by the Federal Government, since our local governments 
make such great use of it. 

Senator Douglas? 

Senator Dovenas. I won't ask many questions of Mayor Dilworth, 
but I do want to make a comment on the very eloquent and piteous 
plea of my colleague from Delaware, to the effect that the corpora- 
tions of Delaware should not be asked to send so much money to the 
Federal Government. We love each other, though we seldom vote 
together on issues, but I hope you will forgive me if I indulge in a 
little plain talk. 

The State of Delaware is an industrial, fertile community dominated 
by one corporation ; the Du Pont Corp., which has its plants scattered 
all over the country, and which owns a large number of plants. It is 
true they pay taxes from Wilmington, but only a small portion of 
their activities are now conducted from W ilmington. Their activities 
are conducted all over the country and their ‘produets are sold all 
over the country. The people of Ilinois and Pennsylvania, and Wis- 
consin, and Maine and New Jersey, yes, sir, and U tah and Alabama 
pay for these products. The money flows to Wilmington. My good 
friend advises these are homegrown. They are not homegrown, they 
are collected, the amounts are taken from the Nation as a whole. You 
could represent this with the familiar figure of a cow, which is brows- 
ing over the country as a whole, but whose milk bag is located in Wil- 
mington and is milked there. I want to say the f: act the milk bag pro- 
duces a meal is completely beside the point. 

I want to say this idea that it is Delaware that pays the taxes of the 
Du Pont Corp. is completely beside the point. It is the people of the 
United States. 

Having put my foot into it with my colleague on one point, let me 
put in the other foot. Delaware is notorious as a place which gives 
lax corporation charters, where corporations can come and get by with 
murder, and yet operate over the country as a whole. I am ‘told that a 
corporation tax in Delaware is now in effect. 

Delaware has become a little Luxembourg or little Liechtenstein, as 
a site where corporations can have their legal existence, but operate 
over the Nation, in many cases, to the disadv antage of the rest of the 
Nation. And then Delaware makes a small collection, for its local 
affairs. 

We have a county in Illinois, I may say, where they have virtually 
no general property tax, and that is because one of the big public utility 
concerns of Illinois has its home office in this place, pays taxes on its 
business, and virtually no one else has to pay much taxes. It is one of 
the wealthiest counties. Delaware occupies the same position in the 


——EE—eEE——EEE 





Nation a 
from Del 
We are 
collected 
Senata 
to answe! 
but the fi 
needle ed 
from I1]i 
of Iino 
Delawar 
back that 
Senat« 
corporat 
Senate 
Senate 
Senate 
Senat« 
from IIb 
the amol 
taxes of 
Illinois 
his Stat: 
which he 
So there 
them wi 
gain son 
the COW 
Senat 
attentio 
ing, in f: 
Senat 
Senat 
Dilwort 
to point 
number 
ing Adr 
ditional 
adminis 
bills. J 
neéd fo! 
to whic 
tration 
Mr. I 
really t 
years w 
on that; 
Secor 
great h 
throug] 
marily 
so, thos 
Delawa 


o~ 
> 








SS ae 7 





HOUSING ACT OF 1959 425 


Nation as this little county does in Illinois. So I hope these friends 
from Delaware will not take this attitude of being abused. 

We are paying over the rest of the country, the taxes for the profits 
collected in Delaware. 

Senator Frear. I suppose, Mr. Chairman, I might have a moment 
toanswer my colleague from Illinois. This is no place to have a debate, 
but the fine mayor of Philadelphia has given us some opportunities to 
needle each other a little bit. I want to say, first, to my good friend 
from Illinois, that murder in Delaware is a crime, as it is in the State 
of Illinois, and it isn’t any more permitted by the corporations of 
Delaware than the corporations of Illinois, so I hope you will take 
back that statement, that they are murderous. 

Senator Doveras. They have lax corporation laws which encourage 
corporations in the State of Delaware. 

Senator SPARKMAN. Suppose we move on to questions 

Senator Frear. Let me answer once more, he has accused me here. 

Senator Dovenas. I didn’t accuse you, I just told the truth. 

Senator Frear. We want to set the truth straight. The gentleman 
from Illinois, I have gotten him back into the House now, didn’t state 
the amount of taxes that came from Delaware as corporate taxes as 
taxes of individuals. I also would like to state to the Senator from 
Illinois that those fine Du Pont prodnets that are manufactured in 
his State, and in other States of the Union, are sold in his State, on 
which he collects a sales tax for the benefit of his people from Illinois. 
So therefore, he ought to give credit to the Du Pont Co. for providing 
them with a product which they can tax in the State of Illinois and 
gain some revenue. I would like to say a little bit more about milking 
the cow and a few other things, but I will refrain from that. 

Senator SPARKMAN. Let’s get back to urban renewal, and I call your 
attention to the fact we have some more witnesses to testify this morn- 
ing,in fact, we have several waiting around here. 

Senator Clark, do you have any further questions ? 

Senator CLark. Just this, Mr. Chairman, I would like to turn Mayor 
Dilworth’s attention to the problem of public housing. I would like 
to point out that my bill, and Senator Sparkman’s bill too, have a 
number of provisions with respect. to decentralizing the Public Hous- 
ing Administration. Senator Sparkman’s bill does call for some ad- 
ditional public housing units, whereas mine calls for more, and the 
administration has opposed, across the board, the provisions of both 
bills. Would you tell us what your thinking is with respect to the 
neéd for further public housing in Philadelphia, and also, the extent 
to which you favor a decentralization of Public Housing Adminis- 
tration ? 

Mr. Dinworrn. Well, as I just stated, sir, we have 60,000 slum units, 
really terrible units, so that being a real old city, which for many 
years was neglected, public housing is tremendously important to us 
on that score. 

Second, it is tremendously important to us on relocations, these 
great highways, that the State and Federal Government are building 
through our city, are a tremendous asset to us, but they build them pri- 
marily of course, through the very low income areas and very properly 
80, those people are being displaced in the number of thousands. Our 
Delaware Expressway, one example, is going to displace 4,000 homes, 
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a total of about 16,000 people. And they are nearly all low income 
people, who will have very little opportunity in any housing market, 
As far as decentralization goes, I think that is very important. Qne 
of the reasons there has been criticism I think of this whole program 
is the enormous amount of time that it takes to get it going, and] 
think that can be tremendously speeded up by decentralization, | 
know there has been some criticism, so I undertsand of public housing 
authorities. In our own city, certainly that is completely unjustified, 
The local public housing authority is composed of 5 men; I, as mayor 
name 2, the controller of the city names 2, and those 4 name a fifth, 
and it has been traditional that they are all men of real character and 
ability. If I could just point out this last thing, the chairman of our 
public housing authority despite the fact that the city is now a solidly 
Democratic city, is a prominent Republican; he is one of the chairmen 
of the Greater Philadelphia movement, and the president of one of 
the Nation’s largest mutual savings funds, and that is the type man 


that has been running and in charge of our public housing authority, | 


Senator Sparkman. Thank you. Senator Proxmire?! 

Senator Proxmrire. No questions. 

Senator Sparkman. Senator Williams? 

Senator Wiit1aMs. Just two or three questions, if you don’t mind, 
Mayor. 

The city of Philadelphia imposes some kind of an income tax, or 
wage tax; does it not? 

Mr. Ditworrn. Yes, sir. You should know, sir. 

Senator WituiaMs. This is rather unique, I gather, among the cities 
of our Nation. Under that tax, I believe, the residents of New Jersey, 
who work in Philadelphia, pay that tax; residents in New Jersey, who 
work for a Philadelphia company, even though they never leave New 
Jersey, and are paid from Philadelphia, have to pay too, I believe? 

Mr. Ditwortn. No, sir. 

Senator Wiiir1aMs. Is that not right? 

Mr. Ditworrn. That is not correct. 

Senator Wiix1aMs. I got the impression that you are hopeful that 
if we have an adequate program here at the Federal level, there is a 
chance that corporate taxes in the State can be cut back. I wonder 
if you have the same hope for 

Mr. Ditworrtu. Not cut back; actually, our State taxes, there will 
be no cutback in our corporate taxes. They hope to hold them where 
they are, but there will be a very considerable increase in our State in 
general taxations. I say, our State next year, although we are in 4 
biennial basis, but to break it down into years, we will go from $1 bil- 
lion to $1,250 million budget next year, so this is not going to save 
the State of Pennsylvania anything. 

The State of Pennsylvania is going to have a 25-percent increase 
next year. 

Senator Wirtrams. I got the impression that you hoped, in the 
competition between States, that this would help you on your State 
income taxation. 

Mr. Ditwortu. All I said, sir, was I am sure that our State will 
not increase Federal taxes, even if the Federal Government dropped 
this program entirely. I am sure the State would not pick it up. 

Senator Witiiams. Thank you. 
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Senator SparKMAN. Senator Muskie? 

Senator Muskre. Just one question, that isn’t related wholly to 
housing or urban renewal. Mayor Dilworth, may I compliment you 
on your statement? I will say “Hello” to you, I haven’t seen you for 
4 years. On this 40-percent return you get from the State-Federal 
dollar, are you suggesting that perhaps some of the rural States get 
better results than this? We don’t, we don’t approximate it, and I 
wonder if 40 percent is an accurate statement ? 

Mr. Ditwortrn. I meant to say we get back only 40 cents on the 
dollar of these Federal grant programs, not 40 percent of what we 
contribute to the Federal budget, including defense. 

Senator SparkMaAN. Thank you very much, Mayor Dilworth. We 
are always glad to hear from you, sir. 

Mayor Lee, you haven’t testified, yet, have you? We are glad to 
have you with us. You will proceed in your own way. Mayor Lee. 


STATEMENT OF RICHARD C. LEE, MAYOR, NEW HAVEN, CONN. 


Mr. Lee. Mr. Chairman and members of this committee, my name 
is Richard C. Lee. I am mayor of New Haven, Conn. I have a 
formal text, the bulk of which I shall dispense with. I will take 
just exactly 6 minutes to concentrate on a point, which I think has 
been touched upon. 

Senator SparKMAN. Let me say your full statement will be printed 
in the record as if you had given it. 

Mr. Lee. Thank you, sir. I am going to touch on one basic point 
which has been touched upon, which I think from the standpoint of 
the cities, deserves amplification this morning. 

I would begin by saying we are practical people, we mayors, and 
we see no signs of the Federal Government giving up any significant 
taxing powers to us, nor is private enterprise able to do the job of re- 
building our cities and our tax bases, and accordingly, therefore, we 
come down to Washington to ask for a fair share of the Federal 
funds. 

Now, the key question is: What is a fair share? The President’s 
$77 billion budget provides for a 6-year urban renewal program, 
beginning at $250 million per year and going down. The actual cash 
appropriation sought is only $145 million, one indication that a 
speedup in urban renewal is not expected in the next year either. One 
way to determine the fairness of this proposal is to compare it with 
others in the budget. 

For purposes of comparison, this $145 million figure is the one 
which most directly affects the taxpayer next year. Anyone who feels 
comparison would be more valid can substitute authorization figure 
of $250 million a year. 

Now, here is what I find as a mayor of a small city, population 
165,000, $4.49 billion is provided in the budget with a stabilization of 
farm prices and farm income under a program which, nonetheless, the 
President still describes as outmoded and unsuited. This is over 30 
times as much as the $145 million recommended for slum clearance. 

Even the financing of rural electrification and rural telephones gets 
twice as much, $335 million, as is made available to cities to get rid of 
their slums. 
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Research and other agricultural services get $3801 million, financing 
farm ownership and operation, $196 million, conservation and de- 
velopment of agricultural land and water resources, $675 million, 
All in all, a cash expenditure, of $6 billion for agriculture in 1960, 
against $145 million for slum clearance or, if you use the authori ization 
figure, $250 million. 

I do not wish anyone on this committee for one moment to think I 
am picking on farmers. We all need them, probably even more than 
‘they need us. Nor am I questioning any of the specific programs 
which are involved because I am in no position to evaluate them. I 
might say further that there are nondefense functions which get 
much more out of this economy budget than slum clearance. It is my 
belief, however, that somewhere along the line the Federal Govern: 
ment has failed to keep up with changing times, and here are the rea- 

sons to back up my statement : 

Incredible as it may seem, in this the richest country in the world 
more Americans live in the slums of our cities than on all the farms 
of our Nation. 

I will repeat my statement. Incredible as it might seem, more 
Americans live in the slums of our city than all the farms of the Na- 
tion. On Friday, January 23, 1959, the census clock in the Depart- 
ment of Commerce reported our total population in America as 
175,764,235 people. On that same day the Bureau of the Census re- 
ported 20,837,000 people living on farms in America. 

Our most conservative estimate of slum dwelling units in America 
runs over 6.5 million, At the Census Bureau figure of 3.35 persons 
per household, the slum population of America “today i is 21,775,000, 
and growing. In round figures, therefore, the conclusion inesc apably 
reached is a “simple one. Approximately 1 million more people live in 
American slums than live on all of her farms. And yet the 65 percent 
of the population, almost 70 percent, who live in the cities and pay 
75 percent of the total Federal tax bill, are being told, in effect, by 
the President that this $6 billion in cash is necessary for their tax 
money this year for a farm program which he has stated is outmoded. 

At the same time, there, they are being told that slum clearance 
primarily benefits them as city dwellers , but j in the same breath, that 
the United States this year, can only afford $145 million in ‘ash, and 
an authorization of $250 million for new programs. Put another 
way, the administration proposed $34 per capita, from each person 
in the Nation, for the farm program, and only 83 cents for slum 
clearance. 

Aid for slum clearance in this economy budget comes to $72.50 per 
slum dweller, aid for agriculture, to an incredible $3,000, per farm 
dweller per year. 

I respectfully suggest, whether in or out of balance on the income 
and outgo side, this budget is disturbingly far off the line in its recog- 
nition of pressing nondefense domestic needs of American people. 

This budget, if adopted, would lead to a further drying up of the 
urban renewal program as ever-expanding slums and blight engulf 
more millions of our fellow citizens. 

It is inconceivable to me that. in this, the richest Nation in the 
world, we cannot afford to eliminate our slums completely and to begin 
the job right now. 
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We mayors ask you to approve a program of $600 million a year 
for 10 years. Our surveys and our own direct knowledge and observa- 
tion of the size of the problem i in our cities indicate to us that this 
full sun is required. 

In the light of the 1960 budget allocations—at least on the domestic 
level—our requests are not unreasonable. The resources of our Na- 
tion are not so meager that we need put up with even one slum dwell- 
ing unit. I urge that we, all of us, raise our sights, mayors and Sen- 
ators and Members of the House of Representativ es and the admin- 
istration. 

Senator SparkMAN. Mayor Lee, two or three different witnesses 
have referred to the outlay for farm programs and have compared 
it to various programs. It might be considered. I am certainly not 
defending the administration for what I consider to be its niggardly 
manner of handling slum-clearance programs. However, I think 
the use of those figures i is a little misleading. I wish you would check 
on this to see if I am right. The figure that you give as an expendi- 
ture for the farm program comes back to the Government; most of 
it. In fact, there has been a relatively small proportion of it actually 
lost to the Government. In other words, it is not a dead-loss expendi- 
ture. 

Senator Bennett. Not a grant program. 

Senator Sparkman. This is a grant program. When the Federal 
Government pays this out, it does not come back into the Treasury of 
the United States. As one who has supported farm programs I 
thought it was only fair to point out that the analogy is not entirely 
correct. 

Mr. Ler. Senator, may I make an addition to my statement. I 
would like to point out that while the return from the farm subsidy, 
in effect, is a direct one to the Treasury, the return from the invest- 
ment in our cities is equally present, if more direct, because in spending 
these moneys which are grant moneys used to rebuild our cities, we 
are rebuilding our tax basis from which we get the bulk of our 
Federal income. 

In our program, for example, in one neighborhood of New Haven 
where we received a grant of approximately $3 million to rebuild this 
area, we are building a $50 million program, the tax returns from 
which will be approximately seven times what they were before the 
program began. This guarantees the health of our city, it guarantees 
our economic future as a corporate entity of our State, and it certainly 
guarantees the continuation of the Federal revenues which are so 
necessary to run our programs. 

I respectfully say that while the analogy may not be from a Federal 
standpoint entirely correct, in the opinion of our cities it certainly 
isa valid assumption. 

Senator Bennerr. May I make a comment ? 

Senator Sparkman. I want to say one thing and then I will yield 
to you. 

The farmers pay income tax, too, and the healthy economy that they 
ave reacts to the benefit of the Federal Government. I am a strong 
supporter of renewal and have been from the very beginning. I will 
continue to support it and T will support it just as strongly as I think 
the program requires, in line with our ability to go ahead with it. 
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But I believe we ought to have these factors in mind in comparing 
the two programs. 

Senator Bennett. 

Senator Bennerr. I am interested in your statement that for this 
particular area that is being rebuilt the tax take will be increased 
seven times. 

Mr. Ler. Yes, sir. 

Senator Bennerr. Are you talking about a municipal tax increase 
- or about Federal taxes ? 

Mr. Ler. I am talking about a municipal tax increase, and therefore 
the economy of our city as an integral part of the economy of our 
Nation, Senator. 

Senator Bennerr. Actually, it is pretty hard to demonstrate that 
the Federal tax, the total overall Federal tax income will be increased 
by that proposal. While it may attract industry, bring more industry 
into your city, we are not justified in believing that this industry would 
not exist somewhere else if they did not operate in New Haven. 

Mr. Ler. I follow your point, but Senator, let us not take—I will 
not be parochial about it—and consider just New Haven, but let us 
take the bases once again of our Federal income. We get 75 percent 
of our Federal income from the cities of America. If we do not begin 
to rebuild our cities, the bulk of our industry are going to deteriorate 
and decline to the point where some of them will ultimately disappear 
as factors in our economy. Now, this in some cities has happened. 

Industries which have not been able to afford to move have simply 
gone out of business. Our program is based on a residential improve- 
ment and on commercial and industrial improvement. We hope not 
only to make the climate in our community more attractive in which 
to live, more attractive from an economic standpoint, from our tax 
rolls, but make it important to our industry that they remain there, 
remain in business, and that they expand this increasingly favorable 
climate. 

Senator Bennerr. I can understand the impact of this on the 
location of industry in a city, but I was in a manufacturing distribut- 
ing industry for 30 years before I came to the Senate, and in that 
per of time we, too, have moved out of the center of the city and 
1ave grown infinitely larger because we were free from the limitations 
that the central location imposed on us. 

Viewed from the overall effect on the gross national product, I do 
not think it is fair to say that we have to have these center city in- 
dustrial parks—maybe center city is too limiting—but we have to 
have industrial parks and cities in order to keep our gross national 
product growing at a reasonable rate. I think industry will continue 
to grow as the needs and the demands and the interests of the people 
grow. 

I concede that it is a life and death matter, or may seem to be to 
the city of New Haven, but to the United States as a whole, I do not 
think it is fair to argue that if we do not have this industrial rede- 
velopment in cities now facing this problem that we are going to have 
industrial stagnation and the Government is going, after all, to lose 
tax revenue because industry will die if it does not operate in the 
center of big cities. My experience is exactly the opposite, that there 
are many things to be said for operating industry where you have 4 
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large area, where you have easy access, and where you often have de- 
centralization. So I think it is a problem for the city of New Haven, 
but I do not think it is fair to argue that makes it a problem for the 
United States. 

Mr. Lee. Senator, if I may point out once again, 75 percent of the 
Federal income comes from the cities of America, and nearly 70 per- 
cent of the people in America live in our cities. Albert Cole, the 
esteemed director of the urban and renewal and housing home finance 
program, has made it very clear in a number of public utterances 
unless the cities of America begin this program of rebuilding by 1960, 
reaching the active stages in 1965, then our entire urban economy, as 
we know it today, well may be threatened and very much a part of 
the urban economy in our cities is basically the tax income which we 
get both from commercial and industrial sources. The city cannot 
live alone on the taxes from which it collects, industrial or residential 
units. It must have a diversified economy, and what we are seeking 
in our cities, and I expect as chairman of the urban renewal committee 
of American Municipal Association, is a stabilization of our whole 
tax economy as cities so that our cities may continue to be thriving 
industrious centers which they have been for so long. 

Senator Bennetr. I think you and I understand each other. We are 
talking about the problem of the city; we are not talking about the 
overall problem of the Federal Government. 

Mr. Ler. No, sir; and we are talking about the problem of the city 
where live nearly 70 percent of the people of America, which is why it 
isso vital to everybody, including the farmer. 

Senator SpARKMAN. Senator Muskie ? 

Senator Muskie. Just one question, Mayor. I notice you have an 
estimate, which you consider conservative, of slum units in America 
running well over 6,500,000. The other day, when the Housing peo- 
ple were down, a couple of us asked if they had some estimate. I 
wonder what the source of your 6,500,000 is? 

Mr. Ler. The Federal sources, sir, which are readily available and 

on which we base this estimate. The Housing and Home Finance 
Agency. 
Senator Bennerr. I wonder if we are facing a problem of defini- 
tion, Senator. I wonder if the Federal sources will say that these are, 
in fact, sums that must be replaced or whether they involve the total 
number of dwelling units in areas that are less than the high standard. 
Ido not know what they are, but it is hard for me to believe that there 
are 6,500,000 dwelling units in the United States that have reached 
the state, as the Senator from Philadelphia said, that you should not 
put a dog or a pig in. 

Senator CLark. Would the Senator yield? Just to correct the rec- 
ord, I am not just a “Senator from Philadelphia.” 

Senator Bennerr. I did not mean the Senator. I meant the mayor 
from Philadelphia. He made that statement. > 

Senator CLarK. I have made it, too. 

Senator Musxre. Mayor Lee, you would not know what the basis 
of the Government figures is? 

Mr. Ler. I would say it is a survey, Senator, so far as I know. 

hese are figures which are always collated and collected regularly. 
As T recall it, when we were in the White House conference in Febru- 
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ary of last year, a figure of 6,500,000 slum dwelling residences was 
based on the statement of Mr. Cole, and when the President questioned 
me, as I presented that figure, he asked me my source as you did today, 
I said “the Housing and Home Finance Agency.’ The President 
asked Mr. Cole if that figure was correct, and Mr. Cole said it was 
correct. 

Senator CLarKk. Will the Senator yield ? 

Senator Muskie. Yes. 

Senator CLark. We had testimony last week from HHFA officials 
that there were 10 million substandard homes still in existence in the 
United States. 

Senator Bennerr. But the Senator from Utah says substandard 
homes and slums in which you would not put a dog or a pig. 

Senator CLark. These 10 million are ee whic h are either unsafe 
or unsanitary because of a lack of proper facilities. I agree there 
might be some in which you would not want to put. a dog or a pig. 

Senator Sparkman. I may say to you that in our Study on Mort- 
gage Credit—I hope every member of the committee by the way, 
will get a copy and read it; it is most helpful; it was a staff study 
made during the recess of Congress—we included a table taken from 
the U.S. Census report, and it shows the total number of houses as 
being 60 million, substandard being 11 million, a percentage of 19.2, 
That was for 1958, estimated. It gives the exact figures for the pre- 
vious years 

May I say that there has been some question, not as to the extent 
of this, but as to the accuracy of all of our figures on housing, because 
we simply do not have any way of collecting the information. I think 
it is one of the great shortcomings in our Government not to have some 
kind of research, some kind of study, by some agency of Government, 
to determine what our housing inventory is and what our needs are. 

We certainly expect to get it made in the 1960 census, but it is rather 
bad to have to wait 10 years at a time to find out what the situation is. 
Heretofore we have not even had an adequate study in the census. We 
hope that in the 1960 census we may be able to have an adequate study 
included G: our housing situation. 

o, I would say there certainly is some basis for the use of the 
figure. 

How they break it down to meet your suggestion, I do not know, 
Senator Bennett. 

Senator Bennerr. I cannot believe that there are 20 million people 
in the United States, roughly 1 out of 9, who are living in such con- 
ditions as to be, well, just unspeakable. 

Mr. Ler. Senator, I would like to say this: That so far in New Haven 
we have moved over 6,000 people out of slums in a city which has a 
population of 165,000 people, and we estimate that there are a mini- 
mum of at least 3,000 more families which must be moved in order 
to carry out this program to a successful conclusion, providing no 
further slums are created in the meantime. 

Senator SparkMANn. I may say that these figures you have been 
using, by the way, are both farm and nonfarm housing. It is not 
urban housing alone, and there are more slums in the country than 
most people re ealize 

Senator Bennerr There are many homes in the country which ar 
acceptable and reasonably comfortable according to the pattern of 
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life there, which by urban standards and by the strict interpretation 
of this question of sanitary and other facilities would be lacking. 
There is no question about it. 

Senator SPARKMAN. Senator Muskie? 

Senator Muskie. I suppose the Senator means he has outhouses in 
Utah the same as we in Maine. 

Senator Bennett. As they do in Alabama. 

Senator SPARKMAN. An adequate supply. 

Senator Williams? 

Senator Witi1AMs. Mayor Lee, I wonder if you have an opinion 
as to whether or not there is a higher incidence of juvenile delinquency 
inthe slum areas of our big cities in this Nation. 

Mr. Ler. There isn’t any question, Senator, about the incidence of 
juvenile delinquency because of the living conditions. It is an inevi- 
table statistic that slums breed crime, and crime begins on the very 
lowest level among children in the 9- and 10-years- -of- -age limit and 
upward. We have found that in New Haven, just as we have found 
when we wiped out slums and provided normal decent opportunities in 
ordinary negihborhoods that the incidence of delinquency, accord- 
ingly, decreased. It has been a fasc inating sociological study. 

Senator Witi1amMs. How about the fire hazard ? 

Mr. Ler. Inevitably, absolutely inevitably. Seven people in 1 
room, 11 people in 2 rooms, homes without electricity or gas, running 
water, flimsy exchanges, century old, no question about it. 

Senator Wini1ams. A very costly process, I would imagine, for a 
city to try to meet these problems, short of adequate housing ? 

Mr. Ler. There is not any question about it at all. Our costs have 
been astronomical in relation to the overall program, but it has been 
going along very successfully and we are very proud of it. 

Senator Witiiams. Thank you. 

Senator SparKMAN. Senator Proxmire? 

Senator Proxmire. No questions. 

Senator SparKMAN. Senator Clark ? 

Senator Crark. I will try to make it short. 

Mayor Lee, I want to get your thinking on the record, particularly 
as chairman of the Urban Renewal Committee of the AMA, as to, 
first, the overall need for additional public housing; secondly, the 
provisions in my bill and Senator Sparkman’s bill which would call 
for a greater decentralization of the administration’s program ; and, 
third, ‘to what extent you would concur with the criticism of the ad- 
ministration that local housing authorities could not well be trusted 
With this additional decentralized power. 

Mr. Ler. Point one, Senator, I will try to take up the three points 
in brief still, point one, there is a need for more local housing, public 
housing, not only from the standpoint of housing for those people 
now in slums, but from the standpoint of families to be relocated 
because of the highway program and urban redevelopment and 
renewal. 

What was the second point, Senator ? 

Senator Ctark. Whether it is desirable to decentralize administra- 
tion in accordance with the public housing provisions in Senator 
Sparkman’s bill and mine? 
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Mr. Ler. I think it is, and I think there should be more latitude 
in operation, and I will answer point three at the same time, if ] 
may, that inevitably the people who run public housing in cities like 
ours, and Philadelphia, or any other city, like Detroit, are people 
who are of high caliber, who have been chosen for their integrity and 
leadership. And I must say in any program involving expenditures 
of moneys, there are always adequate safeguards and checks, whether 
through a Federal audit or normal prescribed regulations, which are 
yart of our municipal structure of government, and I am one who 
coniceks that a basic fault in renewal is the fact that too often, in re- 
newal and redevelopment, the program proceeds on the basis that 
people who are running it in cities like New Haven are people with- 
out integrity or responsibility or experience, and are accordingly re- 
quired to be double-checked at every turn. What I think the Fed- 
eral agencies fail to realize is that on the local level, we mayors first 
must arouse the community to a realization of what is wrong in the 
community, we must inspire them to action, we must provide the 
leadership, we must organize these communities, we must set up budg- 
etary provisions, and we must finally and most importantly from a 
political standpoint take the calculated risks which inherently are 
there when one tampers with habit patterns of a community. 

We have too much at stake in regard to our own futures as pub- 
lic servants to involve ourselves in any kind of machinations which 
will be derogatory either to program or future welfare of the city, 
to say nothing of our own concern for our own hides. 

Senator Ciark. Your citizens’ action committee in New Haven is 
composed of topflight, blue-ribbon citizen leadership, is it not? 

Mr. Ler. Yes, sir. 

Senator Crark. Those people, some of them, are on your local hous- 
ing authority ? 

Mr. Ler. Not any of those are, peculiarly enough, but the five who 
are on our local housing authority are among the top leadership in 
our city. 

Senator Ciark. -How were they selected ? 

Mr. Ler. Appointed by the mayor. 

Senator Crark. Mayor Lee, one other subject and then I am 
through. Senator Bush is a member of this committee, I know he 
has been very helpful to you in New Haven. I think he is quite 
sympathetic with a large part of this program, and he has been tell- 
ing us that the State of Connecticut is prepared to put up a substantial 
part of the tab for urban renewal and has suggested other States 
might be able to do likewise. Accordingly we should go along with 
the administration program of decreasing the Federal share, increas- 
ing the local share, with the thought that the States would pick up the 
balance. I would like your comments on that. 

Mr. Ler. I am not sure, Senator, that will happen. It has ha 
pened in Connecticut, our renewal program has been aided su 
stantially by sudden, almost precipitant action by the general assem- 
bly last year, and we now have underway in Connecticut two pro)- 
ects as a result of the State leadership. 

The State pays one-half of the net project cost on industrial and 
commercial projects, for commercial or industrial use, but we are— 
these are projects which have to be ineligible for Federal aid. 
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In many cities, because of the cost involved, the program itself is 
unattractive, but in New Haven, where we had the problem, Senator 
Bennett, of an industry not only fleeing New Haven but fleeing the 
State, we were able to work out as a result of the State program a 
program which kept this industry employing 1,450 people not only 
within the State but within the city. However, this is an exception. 

Ordinarily, this program is not as attractive to cities because of the 
great cost involved and no write-down. 

Senator SparKMAN. Senator Frear? 

Senator Frear. Thank you, Mr. Chairman. 

Mayor Lee, of course the junior Senator from Delaware has great 
sympathy for the problems of the cities in slum clearance. In fact, 
I think his record will indicate support in many of those objectives. 
I think you have given us a very vivid example of the type of people 
in New Haven, the type of blue-ribbon individual on your committee. 
Personally I think they are just as well qualified to get the revenue 
that you are going to spend up in New Haven as they are to spend it. 

I have great confidence in them, and I really do not think you have 
to depend on outside people down in Washington to collect money to 
be seeped back to New Haven to give these blue ribbon people the 
opportunity to spend it. 

Mr. Lee. I think that point has already been debated earlier this 
morning, Mr. Chairman. 

Senator SpARKMAN. You won’t reopen it. 

Senator Frear. The Senator from [llinois has had a lot of fun out 
of it. 

Senator Bennett. Just for the record, we are talking about lack of 
housing data. The Housing and Home Finance Agency requested a 
million dollars last year to begin this study, and the Appropriations 
Committee cut it out. Perhaps, this year we can be more fortunate. 

I agree that we are shadowboxing on a lot of this stuff, because we 
do not have any figures that are mutually agreeable to the people who 
seem to be on both sides. I wish we had them. 

Senator Sparkman. I do, too, and I may say the budget this year 
does not carry anything for a housing study. I think we ought to 
urge most strongly that something be done along that line. 

Thank you, very much, Mayor Lee. We are always glad to have 
you with us. The article you gave us will go in the record. 

(The article referred to follows:) 


Urspan Rurn—Or Ursan RENEWAL? 


THE TIME FOR DECISION IS NOW, IF WE ARE TO SAVE OUR BLIGHTED CITIES 
FROM THEMSELVES 


By Edward J. Logue?’ 


“Any city that does not set in motion by 1960 a comprehensive program to halt 
blight will be flirting with municipal ruin by 1965.” 

It is time to heed those words of Federal Housing Administrator Albert M. Cole, 
for 1960 is here. The Congress which has just been elected is the one that will 
have to act—and at its first session in 1959—if that deadline against disaster is 
tobe met. Today, the Federal urban-renewal program is slowing down because 
the congressional session that ended in August was the first in many years to do 
nothing whatsover to aid the fight against slums. The Nation cannot afford 





1Edward J. Logue has been Development Administrator of New Haven, in overall charge 
of its urban renewal program, since 1955. 
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another such lapse if its slum-ridden cities are to be saved from themselves before 
it is too late. 

This is not to say that it is all up to Congress. It is up to everyone to face 
the hard truth that the American dream is tarnishing, the American way of life 
becoming a mirage, for tens of millions of our fellow citizens who live in cities, 

Bushels of statistics have been published to spread the alarm on urban blight, 
but the response has been slight. Perhaps we need fewer statistics and instead 
a few good old-fashioned walking tours: walks through the slums, up the stinking 
stairways into the overcrowded, shabby rooms; walks through the rundown com- 
mercial areas, taking care to glance above the first-floor store fronts at the dusty 
windows of the deserted upper floors ; walks through the oil-soaked, dreary factory 
lofts built before the assembly line was even heard of. The filth, the misery 
and the danger are all there—easy to see and, once seen, impossible to forget. 

Today’s slums seem to touch the lives and pocketbooks of the suburbanites and 
other noncity dwellers lightly, if at all. Not so the slums of tomorrow. The 
prospects are awesome. If present trends are allowed to continue, 30 million 
Americans will be living in slums by 1975. Further neglect of the cities now is 
going to cost taxpayers, individual and corporate, untold billions by then. Every- 
body will be talking about slunrs—then—and everybody will be paying for them. 

Too few people today—even among those who are aware of the problem— 
are aware that this prospect need not come to pass, that ways to reverse the 
trend are at hand, if they will only be used. Too many, perhaps, are discouraged 
by the obvious fact that not one of the various city-saving schemes advanced in 
the past has even kept us abreast of the spreading blight, let alone helped us get 
ahead. 

For a time we thought that to save our cities we needed to dream what the 
good city ought to be—and make a plan of that dream. Yet I know of no city 
where a significant master plan has been carried out; the dreamers’ plans were 
too far removed from the main stream of urban political life. Too many theoreti- 
cal planners preferred the applause of elegant critics to the earthier appreciation 
of politicians who had to try to carry out the plans and get reelected, too. 

Then, many felt that the ansv-er lay in detailed zoning ordinances, regulating 
and restricting the uses which might be made of land, allowing a place for every- 
thing and putting everything in its place. But to prevent “hardship,” variances 
were granted, and these—together with political influence on zoning appeals 
boards—have made a mockery of zoning in one city after another. 

The most dramatic approach to the slum problem was the simple physical 
one—clear the slums and house the slum dwellers in handsome new buildings on 
the cleared sites at low, subsidized rents. Hundreds of big projects actually 
materialized in 900 cities during the past 2 decades to provide homes for some 
1,150,000 families. And for a time many of them did fulfill the purpose for which 
they were built—housing a cross section of American families who just hap- 
pened to have low incomes. But now all that has changed. The big projects are 
there but the tenants are different. In too many cases, communities use these 
projects as dumping grounds for problems they would like to forget—tfatherless 
families, large families and, particularly, minority families. 

Out of the failure of master-planning, zoning, public housing and other one- 
answer remedies for the ills of cities, a whole new approach has now been devel- 
oped. It is called urban renewal. It focuses on the city as a whole and treats 
all urban problems as interrelated, both in their origin and their solution. So- 
lutions are made possible (or were until Congress failed to renew the appropria- 
tion) by the Federal Housing Acts of 1949 and 1954, which provided Government 
funds for cities to get renewal programs started. So far, 276 cities in all parts 
of the country have taken advantage of this opportunity and have renewal proj- 
ects under way ; 261 more are in the renewal planning stage. 

The concept of comprehensive urban renewal recognizes that the city is here 
to stay in essentially its traditional form. The purpose, as the phrase indicates, 
is the renewal of the city of today, not its replacement by some fanciful city of 
tomorrow. It is accomplished not by any one method but by combining several: 

(1) Total clearance of the worst slums and complete rebuilding. 

(2) Humane relocation of displaced families and businesses—the families 
preferably being integrated into existing neighborhoods rather than dumped 
into the enormous projects of the past. Where public housing projects are 
necessary no more than 25 or 50 units should be built in one location. 

(3) Spot clearance of blighted areas, with rehabilitation of what remains. 
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(4) Conservation of sound areas—perhaps by organized neighborhood 
spruce-up campaigns, backed up by vigorous zoning and housing code en- 
forcement—to keep them from slipping into blight. 

(5) Coordination of highway building with the city’s rebuilding program, 
to make sure that the new highways further rather than impede the city’s 
plan. The automobile in quantity may be the most important single cause 
of urban blight; a renewal program which does not provide for an urban 
highway system to take through and commuter traffic off regular city streets 
is a waste of time. 

(6) Revitalization of the central business district. A city whose central 
core is not the favored shopping place of the entire region around it, a city 
whose commerce is fleeing to the residential areas and suburbs, is destroying 
itself—and is in process of destroying the suburbs, too. 

(7) Clearing out old factories to make way for new ones. Cities are the 
best sites for industry; they offer skilled workers, a variety of suppliers 
and networks of communications and transportation. But there has been 
little industrial expansion in cities in recent years because the choice loca- 
tions are already occupied by factory buildings which are obsolescent, or 
worse. 

Making such a comprehensive urban renewal program work requires an inti- 
mate partnership of the Federal Government, the city, and private enterprise. 
The Federal Government participates at two stages, first advancing funds for 
surveys and plans and then underwriting the actual work. After the plans for 
a given renewal area are approved—and the specifications are strict, to assure 
that the scheme is workable and can be carried through—the Government loans 
the city enuugh money to buy the property, relocate the tenants, and demolish 
the structures. 

The cleared land is then sold to private redevelopers for new uses under rigid 
restrictions—limited land coverage, building setbacks, provisions for offstreet 
parking, and so forth—to insure that the slum or blight will not recur. If, as 
usually happens, there is a loss between the purchase of the substandard area 
properties and relocation of families and businesses, and the resale of the cleared 
land, the Federal Government absorbs two-thirds of the writedown—the city 
one-third. 

The example of New Haven—where I have been associated with a renewal 
program that is the largest per capita in the country—will illustrate both how 
this process works and how it is paid for. 

Out of an eventual total of 10 slum-clearance and rehabilitation projects for 
this city of 165,000, 6 are in varying stages of action or planning; one of the 
most dramatic is already nearly completed and another is well advanced. These 
call for the complete razing—at public expense—of 2 tracts, totaling 140 acres, 
of slums and blighted commercial structures in the very heart of the downtown 
area to be replaced—at private expense—by a striking array of new, modern 
apartments, office buildings, stores, restaurants, banks and parking facilities. 
The whole is tied into the new Federal-State highway program to provide ready 
access to and from the renovated downtown area. 

The net cost of buying those 140 acres, relocating the residents (mostly in 
scattered private housing), razing the buildings and reselling the land to private 
developers comes to about $22,500,000. Of this the Federal Government will 
pay about $15 million and the city about $7,500,000 under the Federal Housing 
Act’s two-for-one formula. Thus the city of New Haven is investing nearly $45 
per person to get itself an entirely new downtown. This $45, and more, will 
come back through the greatly increased taxes yielded by the higher valuation 
of the renovated area—and without any increase in the city’s tax rate. 

The remaining projects in the New Haven program call rather for spot 
clearance and neighborhood rehabilitation than for total demolition. When all 
are completed, within 10 years, New Haven believes that it will have become the 
first city in America to be completely free of slums and blight. 

Its flying start is due to the vigorous and versatile leadership of its dynamic 
young mayor, Richard C. Lee, who is well on his way to doing for city rebuild- 
ing what Fiorello LaGuardia did for municipal reform—making it colorful, 
popular and a heavy plus at the polls on election day. 

So far, official delegations from 34 other cities all across America have visited 
New Haven to see what is going on. Mayor Lee and others of us working with 
him in the New Haven program have also visited many other cities to discuss 
renewal problems and possible solutions. In the course of those contacts, we 
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have developed four underlying principles of a successful renewal program that 
we feel are applicable to cities generally. They are: 

First, leadership from city hall. 
and volunteer do-gooders. Urban renewal must be a vital part of the down-to 
earth political life of the city and its chief spokesman and champion must be the 
mayor himself. Too many mayors are leery of the disruption, the dislocation 
and, above all, the decisions required. In cities where responsibility is scattered 
and the mayor only a court of last resort for bickering bureaucrats and frus- 
trated citizens, urban renewal has little chance to be effective. 

Second, organ zed citizen support. Urban renewal in action causes too much 
disruption to persons and property to survive without wide and deep community 
support. The general desire to see good programs succeed must be organized; 
it does not appear automatically. Here is where the volunteer does have a vital 
role to play. Whatever its precise form—in New Haven it is the citizens action 
commission of some 600 business, civil, labor, and community leaders—some body 
of respected citizens should look after the continuing task of rallying support. 

Third, a competent and adequate staff. The development and planning staff is 
no place to cut corners. It should be able, experienced and dedicated, with a 
budget sufficient to get and keep the personnel it needs. This is a sound and 
necessary investment in the city’s future. 

Fourth, coordinated administration. The job of weaving all the varied 
threads of urban renewal into one workable program cannot be ignored or given 
to a committee or dumped into the mayor’s lap. A single municipal official, with 
urban renewal his sole responsibility, and with down-the-line backing from th 
mayor, should be in charge. : 

These four elements—plus money—will make urban renewal work, if New 
Haven’s experience is any criterion. Of course, each city has its own individu- 
ality and its own problems. But we believe that New Haven is representative of 
the 531 cities in the broad population bracket of from 25,000 to 1 million, with 
the 27 million Americans who live in them. For them the present Federal pro 
gram is basically sound and can provide the impetus for a successful fight against 
slums, assuming that adequate funds are appropriated—the American Municipal 
Association has recommended $500 million yearly for 10 years. 

At the two population extremes, however, there are special problems. The 
smaller cities of 25,000 or less have a surprising amount of blight, especially in 
older sections of the country. But they have great difficulty in recruiting re- 
development staffs and organizing effective urban renewal programs. Perhaps 
there is an opportunity here for the States to offer helping hands. Perhaps they 
can borrow from the successful precedent of the Federal-State agricultural ex- 
tension service and establish State renewal departments to help the smaller 
urban areas. This would lower the costs of project preparation and execution; 
and it would require no change in the Federal law. 

At the other extreme, in the five cities with a population of 1 million or more, 
the picture is grim, indeed. Their slums are almost unending; slum dwelling 
units are measured by the hundreds of thousands; they have tremendous concen- 
trations of nonwhites who cannot find housing in the suburbs; they are choked 
by traffic; their industrial districts and downtown shopping areas are losing out 
to the suburbs; their vital mass transportation systems seem constantly on the 
verge of bankruptcy. 

Among them, only New York has a central-city office-building boom to give even 
an illusion of municipal well-being. New York also has had a huge public hous- 
ing program and a series of slum-clearance and redevelopment projects which, 
despite problems with family and business relocation, now being worked out, are 
the largest, furthest advanced and most dramatic in the United States—monu- 
ments to Robert Moses, perhaps the outstanding public servant of our times. Yet 
New York still seems content to let George do it; and even when George is a giant 
like Mr. Moses, he is still only one man and one man can do only so much. 

The truth is that all that has been accomplished with the $20 to $30 million 
doled out to New York yearly from limited Federal funds has been far from 
enough just to keep even in the struggle against spreading blight. For instance, 
in the time it took New York’s 68-acre Lincoln Square project to get underway, 
far more than 68 acres slipped into blight in other sections of the city. 

New York is in the same situation as the other supercities of America, only 
more so. These cities cannot possibly dig themselves out. Their problems are 
too big for them, too big for their States, and far too big for the present Federal 
urban renewal program. They need a special program of their own—$500 mil- 
lion a year for 10 years for just these five cities—and they need it urgently. 





The job cannot be left to ivory-tower planners 
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Big-city representatives in Congress have, by and large, supported the re- 
puilding of Europe under the Marshall plan and the bolstering of undeveloped 
countries by point 4. It is time we recognized that the 18 million Americans 
who live in these slum-saturated cities have a need for Federal help just as 
great and urgent as any nation of Europe or Asia. There is a large and in- 
formed body of public opinion which understands the need for foreign aid. It 
is time that the need to clear up the mess in our own backyard were equally 
well understood. 

None of us is prepared willingly to accept the consequences in dollars, delin- 
quency and shame, of allowing slums and blight to spread unchecked. What are 
we to do about it? 

Locally, cities must take slums Seriously and recognize them for the cancer 
they are. Cities must organize themselves to fight slums as efficiently and mat- 
ter of factly as they now organize to fight fires. Today, leaving slum-fighting to 
the do-gooder or the planner is as obsolete as leaving firefighting in Times 
Square to a company of volunteer firemen. 

Nationally, we must accept the idea that slum-fighting requires substantial 
Federal funds on a continuing basis. The $500-million minimum proposed by 
the American Municipal Association is less than one-half of 1 percent of our 
Federal budget; even with a special big-city program added it would come to 
less than 1 percent—a fraction of what we spend on highways, not to mention 
agricultural support payments, 

Surely we Americans can afford six Federal dollars per year per person for 
10 years to rid ourselves of slums. If not, the cities of America in the 1970’s 
will be festering sores we will be ashamed of before our children. We will long 
since have refused to live in them ourselves for a day more than we must. 


Senator SparkMAN. Now the mayor of Detroit, Mr. Miriani. 


STATEMENT OF LOUIS C. MIRIANI, MAYOR, DETROIT, MICH. 


Mr. Mirrant. Mr. Chairman. I will take only a few minutes. 

As the mayor of one of our principal cities, I thank you for this 
privilege of being invited to take part in the discussions of the im- 
portant legislation before your honorable body. 

We in the city of Detroit feel keenly abreast of the progress made 
by housing legislation, having taken full advantage of the benefits 
therefrom ever since Congress enacted the Housing Act of 1937 and 
subsequently under the redevelopment aid in 1949 and neighborhood 
conservation and rehabilitation aid in 1954. 

In these programs Detroit has many firsts to its credit. Because 
of our desperate needs we had planned well and were ready to par- 
ticipate as soon as programs became available to meet the problems 
caused by the upheavals resulting from shifting and exploding popu- 
lations; the automotive and industrial evolution; and kindred factors 
leading to widespread blight. 

We accepted these new legislative tools, made available to us, as a 
challenge to local initiative, and an opportunity for improving hous- 
ing standards and for protecting our tax base from further inroads. 

In recent years it became evident that while progress was being 
made, the program needed expanding if there was to be any hope of 
salvaging communities from the ravages of blight. This was especi- 
ally true of the core cities in sprawling metropolitan areas. 

The neighborhood conservation program was launched to halt the 
spread of blight while the worse slum areas were being rehabilitated. 
Detroit had the first of such conservation programs underway. An- 
other half dozen neighborhoods have qualified for programing. But 
our survey showed that there were 50 such neighborhoods in our city. 
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Industrial and commercial areas, which were blighted, but did not 
qualify because of the lack of slum housing, were of added concern, 
Detroit scraped into the bottom of its coffers and launched a pilot 
yroject in a 17-acre site consisting primarily of rundown and obso- 
fete industrial structures. The response from industry wanting to 
move into this rehabilitated area was astounding. 

Detroit can proceed to rehabilitate hundreds upon hundreds of acres 
of such industrial areas, thus assuring more jobs and the restoration 
of the city’s deteriorated tax base. But it cannot proceed without 
additional Federal legislative and financial aid. 

1 am filing the copies of four study reports with the committee, 
These pertain to residential development, industrial and commercial 
renewal, and to neighborhood conservation. Many communities 
throughout the country have expressed a keen interest in these re- 
ports, and it is hoped that the committee and its staff will find them 
of some value. 

Detroit, as well as other industrial centers, is vitally interested in 
seeing a well-rounded program underway. The need for attacking 
blight areas which are strictly or primarily of industrial and commer- 
cial nature, and do not qualify under the slum housing provisions, is 
of major concern to us. 

Gentlemen, these four volumes represent a comprehensive collection 
of facts upon which sound programs can be carried out. 

Along with several other mayors, I have appeared in the past to 
place our facts before congressional committees. And I must say, in 
all fairness, that we have found both Houses of Congress most inter- 
ested and most diligent in obtaining factual materials. 

I sincerely believe that it has been a result of this honest quest for 
facts that Congress has taken such a realistic approach in proposing 
solutions to our common problems. 

We have all been appreciative of the sympathetic receptions we 
have been given by Congress and equally appreciative of its efforts 
at instituting proper programs. 

Detroit’s public housing program includes two public works ad- 
ministration projects which were followed by additional construction 
after the passage of the Housing Act of 1937. Our two most recently 
built public housing projects were completed in 1955, and we are at 
the present time operating 8,155 dwelling units in eight projects. 

In addition to completed projects, we have under contract with the 
Public Housing Administration 3,874 dwelling units for which an 
annual contributions contract was signed in 1952. 

Detroit, too, has been engaged in redevelopment and urban renewal 
since passage of the Housing Act of 1949. When the 1949 act au- 
thorized Federal urban redevelopment grants, application was made 
and funds approved for the 128-acre Gratiot redevelopment. project, 
which became Detroit’s first redevelopment endeavor, and one of the 
first in the country. At the present time, we are working on seven 
additional federally aided redevelopment projects, three of which are 
under loan and grant contract. A major item in Detroit's 6-year cap!- 
tal improvement program is the local one-third contribution required 
for these redevelopment projects and for our neighborhood conserva- 
tion projects. 
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Of the conservation projects, the most advanced is the Mack-Con- 
cord conservation project, the first of its kind in the country, for 
which a loan and grant contract was signed. 

I can honestly say, I believe a fine start has been made to meet 
these serious problems of not only eradicating blight, but also moving 
toward the containment of blighted areas and preventing the further 
spread of blight . 

True, there have been some frustrating delays, but, considering the 
magnitude of the programs authorized by Congress, we have en- 
deavored, and still are endeavoring, to work out solutions with 
patience and understanding. 

A start has been made. 

We have programed almost 4,000 units of housing that yet remain 
to be constructed, including homes for the elderly and for couples 
with large families. 

Our first redevelopment project, which was one of the first in the 
Nation, has yet to be finished. 

There are seven additional projects needed, only three of which are 
under loan and grant contracts. 

In the area of combating the spread of blight, we are making good 
progress in the Mack-Concord project, which, I pointed out, was the 
first of its kind in the Nation to get underway with the help of con- 
gressional action. 

However, there are more than 50 such neighborhoods in our city 
which need quick action lest they, too, revert to slum districts. We 
have been authorized, I believe, to launch another five or six conserva- 
tion projects. 

Our need for rehabilitating rundown industrial areas is of major 
concern. 

We are proceeding as rapidly as possible under existing legislation, 
but in this program too, we have made but a meager start. 

We have employed an expert as industrial coordinator, and have 
established a hard-hitting citizens committee to tackle the important 
task of rehabilitating our industrial and commercial blighted areas. 

We but wait the necessary legislative tools and the financial aid 
required to rebuild blighted nonresidential areas. 

We are beginning to restore the declining tax base in the center 
of our metropolitan core cities. What this can mean to a city like 
Detroit is demonstrated by the fact that the assessed valuation within 
our downtown loop area declined by $100 million in a matter of 20 
years. 

The stimulation provided by rehabilitation programing has already 
halted the decline and started a trend upwards. 

All of this—the public housing we have acquired and planned for, 
the start on since and conservation projects, and our hopes 
for tackling the industrial and commercial blight problem 
brought gladness to our hearts. 

We are most heartened by this early consideration of housing legis- 
lation in this session; and we sincerely hope and pray that this means 
that if any ill-advised moves develop to wreck this vital program, such 
attempts will be decisively overcome. 

I label as ill-advised moves such suggestions as to the curtailment 
of funds, the shortening of the Federal program, and the lessening 
of the percentage of Federal participation. 
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Last May, in appearing before a House committee, I warned of the 
extreme concern of urban communities because their economy was 
burning out. 

I also expressed the belief that even those not too seriously affected 
were not too far removed from the fire to smell the smoke. 

I guess I was wrong. 

The casualties in last November's election indicated that there in- 
deed were many who failed to heed the warnings of danger. Itf they 
- smelled the smoke, they ignored it. 

The amazing thing is that there are so many today who are still 
wondering why the roof fell in. 

I am confident that the m: jority of the Members of Congress 
realize that the rapidly increasing concentration of population in 
urban areas and the increasing ratio of Federal participation in col- 
lected taxes precludes any reduction in either the length of the pro- 
gram or the percentage of Federal aid. 

I am confident that t the m: jority of the Members of Congress realize 
that the vicious circle of dec lining municipal revenues, coupled with 
increasing municipal costs, points to a need for greater, not smaller, 
contributions of Federal funds if we are to reverse the trend toward 
blight. 

I have no argument with programs designed to defend this Nation. 

I have no argument with the programs designed to make this coun- 
try outwardly strong. 

‘T have no arguments with the programs designed to keep us abreast 
of progress in the age of missiles. 

These are all important. 

But I do protest the type of thinking that concentrates on defense 
with little or no concern of what is happening to what we are defend- 
ing at home. 

I protest against the type of thinking that concentrates upon build- 
ing our outside strength with little or no concern for maintaining our 
inner strength on the ‘homefront. 

I protest against the concentrating on conquests of other planets 
to the detriment of domestic programs. 

Even if it is planned that we eventually abandon earth for life 
elsewhere, I am sure the most optimistic scientist will concede that 
the time for the mass exodus is far enough away to justify the main- 
tenance of adequate living standards here on earth duri ing our lifetime. 

To maintain these standards we must continue to meet the « ‘hallenge 
of blight in urban communities. The program must. be broadened 
to three fronts—industrial, commercial, as well as residential areas. 

It does not seem to make sense to concentrate on providing better 
housing without, at the same time, taking steps to provide the neces- 
sary jobs to pay for such housing, and it has not proven practicable 
to try to improve residential neighborhoods if adjacent commercial 
slum conditions are ignored. 

We in Detroit have been heartened by the serious consideration 
given to proposals for giving business concerns displaced from project 
areas a priority of opportunity to purchase or lease commercial or 
industrial facilities provided under the urban renewal plan. 

We have been heartened likewise by the serious consideration being 
given to liberalizing the eligibility for relocation benefits to all indi- 
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viduals, families, and businesses displaced as a result of all types of 
governmental action, — li ; 

It is estimated that in Detroit more than 20,000 families will be 
displaced as a result of governmental action within the next 10-year 
period. Much of this displ: wement will result from highway develop- 
ment. 

I am in accord with proposals to extend the section 221 relocation 
program to include the environs or general market area of a community 
having a workable program and that of increasing maximum insur- 
able loans for construction or rehabilitation of section 221 sales housing 
from 89.000 to $10,000 in normal cost areas, and from $10,000 to 
$12,000 in high-cost areas 

Both of these measures will greatly aid the relocation problem. 

I again sincerely support and urge that Congress adopt the recom- 
mendations of increasing the Federal capital grant obligational au- 
thority under title I of the Housing Act of 1949 in the amount of 
$600 million each year for the next 10 years; that the Federal share 
of net project cost for renewal projects be increased from two-thirds 
to 80 percent; that the predominantly residential requirement in title 
| of the Housing Act of 1949, as amended, be eliminated; and that 
local agencies be given more discretionary powers to meet strictly local 
problems. 

And in closing, gentlemen, permit me to reemphasize one point. 

We urbanites are not here in the role of asking for a handout from 
the Federal Government. 

We are not here in the role of asking for action merely for our own 
sake alone. 

What we are pleading for is that the Federal Government take 
decisive and proper steps to salvage a tax base that, according to the 
Rockefeller brothers’ report, provides the source for 80 percent of 
the Federal income. 

I am not an expert economist, but this sounds like good business 
practice to me. 

The farmer plows life-giving strength back into his soil. 

The businessman plows money back into his business to assure his 
future productivity. 

How can one be labeled as being an inflationary spendthrift to insist 
that Government do the same? 

Our cities, particularly the industrial centers, are the very heart of 
our national economic strength. 

Permit them to decay, and no matter how strong we build the 
outer national ramparts, our democracy will collapse from within. 

I appear here on behalf of the U.S. Conference of Mayors. I 
present to you ‘detailed studies we have done in Detroit. I should 
like to tell you this is the case history of any city. You have neigh- 
borhood conservation—residential, commercial, and industrial—and 
I think if this is at all studied by anyone in the staff and then re- 
ported back, you will find that this is a case history of any city. All 
you have to do is use per centages. 

The point I would like to bring out is that I come from a city where 
21 percent of its employable labor force was out of work during 1958, 
and even though two of the Big Three of the auto industry had the 
most phenomenal last quarter in the history of their companies, we 
still have 12 percent of our employable force out of work. 
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So, with us, in this program as documented and then by my state- 
ment, the thing that we are hoping to get is the elimination of the 
predominantly residential requirement in title I of the Housing Act, 
so that commercial and industrial areas could qualify. 

Speaking on several questions that have been asked, the question 
of 80 percent has been asked consistently, may I bring this out: 
that the 80 percent proposal is as debatable, as is 6634. The Federal 
Government now is embarking on a program of highways of 90 

‘percent. Albert Cole, before he resigned, called 10 of the top execu- 
tives of the country, one was one of our Detroit presidents of a cor- 
poration, a very, very large one, and he had them here for a day, 
and they went over the entire program of urban renewal, and the 
consensus of the 10 or 12 executives was that at least $500 million 
ought to be authorized for about 6 to 7 years; two, that 80 percent 
ought to be the approximate figure for Federal participation. 

I know of nothing that this is any secret about the Cole committee, 
because I think Albert Cole announced he was calling these men 
down. Somewhere along the line somebody from that group, one 
of these big businessmen, ought to come in and testify as to how they 
came to support our program. I know, as a matter of fact, that 
none of our city material was ever given to them. The material 
simply came from the Federal Housing people. 

Our Gratiot-Hastings project, which is now near completion, is 
a case history which, if documented, will show you can cut the Fed- 
eral processing time by one-third. Where it took roughly about 31% 
to 4 years, I think the statisticians and accountants and administra- 
tors, if they sit with you now, can show you exactly in paperwork—— 

Senator CrarK. Mayor, can you cut that time without running 
any financial risk and the Government being hurt? 

Mr. Mrreramr. You could, and what we were doing, I must admit 
in the beginning, Government wanted to document everything as 
they did in PWA in old days. Now that we have documented most 
of the material, and you know it, it seems to me that the staff, I 
think on their own, would recommend the cutting of the paperwork, 
and they could cut it down to one-third in many, many instances. 

In the administration of public housing, the Federal Government 
has a social and an annual financial audit. I examined everyone that 
we have had in Detroit, and they were all compliments. On several 
occasions we were jabbed just a little bit, because we did on occasion 
forgive, let’s say, small rentals that were not collected because of delin- 
quency in areas we thought you shouldn’t. So, I think the control of 
the Federal Government and audit and social audit is sufficient. Actu- 
ally that could rely on the local communities being able to go ahead 
and manage their own programs. 

Senator Crark. Would you tell us, Mayor, a little bit about your 
own housing authority ? 

Mr. Mirerant. On our housing authority, we have five members 
selected for 4 years, and the terms are staggered on through so no 
mayor has any control of that commission. 

Senator Ciark. But that mayor appoints them ? 

Mr. Mrrrant. The mayor appoints them. 

Now, the director is a millionaire, retired, who was one of the big 
construction operators in the State of Michigan. He is a stingy 
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man, I know, with a dollar, and when I say that, he is just as stingy 
in trying to operate all this housing program when they put it 
through. Men of that kind and caliber, I think, are the reasons 
why many, many of our programs have showed such phenomenal 
success. And it has been going on. 

I have heard what you said, Senator Bennett. Factories leave our 
city for suburbia, but the same factories are contracting with us 
for fire protection, sewers, water, school systems, and so on; so, it 
seems to me you cannot divorce what happens to the big city as 
against suburbia. It is part of a complete program. 

I will take our own situation. Six counties make up better than 
60 percent of all of the people of Michigan. We pay better than 
62 percent of all the taxes. We have about 38 percent of the repre- 
sentation in the State legislature. 

Governor Williams has a problem. How can he raise $150 million 
to balance his budget? I came here last year, and I had a very 
sympathetic audience over in the House. We were pretty well down 
and it has been a struggle, because our budget, better than 15 percent 
of our total budget, is going into welfare, and that is because a normal 
unemployment population of 50,000 has now reached the proportion 
of 200,000 to 300,000, and right now it is between 150,000 to 200,000. 

What I said, a city can handle its own affairs on a normal basis; 
that is its responsibility. But when it goes beyond that normal bal- 
ance, then you are our partner, and we think the study ought to be 
made on that complete obligation of where do we go and what do we 
do. You can talk about additional taxes, but you cannot tax poverty. 
It works out that way. You can’t tax anybody who has had 26 weeks 
of employment compensation and now going on to the welfare rolls. 
There are repeated instances in other metropolitan areas that can be 
documented. We are just a little worse off than most. 

I must say everyone has been sympathetic. Everyone shakes my 
hand and says what a good job I am doing, but when I look at the 
budget on June 30, 1958, not one nickel was given to us either by 
the State or by the Federal Government, and through Herculean 
efforts of economy, in which I had to take out better than $8 million 
In Operating revenues, and also in operating budgets, and laying off 
almost 1,000 employees, we were able to struggle and come through 
with a $7 million deficit. 

What happens this year, we do not know. The State, at the minute, 
has participated, because under a local regulation, once a city spends 
91,500,000, which in our case is better than $8,500,000, plus $2,500,000 
for administration in welfare, the State will then pick up its tab. 
They picked it up for January, and I think they are going to do it for 
February. We are keeping our fingers crossed, hoping that Govenor 
Williams can work out his problem with the legislature so they can 
pick it up. The deficit there depends upon what happens in the 
State legislature. And, sir, I simply want to say to you that in talk- 
Ing about these programs, these are the programs that the Govern- 
ment is expected to take up when there is a recession. 

Now, I have heard about slackness and things of that kind. All T 
want to tell you is we have a recession. It was these programs that 
gave us the impetus to capital improvements, and they were programs 
of highway and these, let us say, added together, with the funds we 
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put in, that totaled practicaliy $123 million, which actually carried 
rae aia over this very bad and serious situation. 

», for us, as we look at it, and we hear optimistic statements that 
are made about the economy, I cannot help but tell you if two of the 
Big Three had phenomenal last quarters, where one has earned divi- 
dends plus, where it had a loss for 9 months, and where we are now to 
be faced with a permanent unemployment roll of 150,000 to 200,006, 
then the city of Detroit is in trouble, and it is in trouble strictly be- 

cause so much of the employable work force cannot find a 

Whether it is because of decentralization or automation, I do not 
know. I think it is a combination of both, but in looking at Federal 
grants-in-aid, these are the programs that we think give the imeptus, 
not only of capital improvements for the city, but better livi ing condi- 
tions for the people who live in the area, and let’s say, better economy 
for the Nation as a whole. 

I will not debate how many tax dollars we pay. Iam told we paid 
better than $7 billion from the State of Michigan, and we love to do 
it, if that is the point at issue, that we have got to pay for it. But it 
seems to me that when you put propositions to the voters and they 
vote them down on taxes and they argue that they are paying enough 
because of the Federal Government, then Congress has got to help us 
with the problem and the States are trying to determine exactly how 
to cut this tax dollar up. 

We have three propositions involving taxes in our city that were 
voted down, overwhelmingly, three to one, and when you talk to the 
voters, they say we are paying enough, and despite the fact that as you 
sit with some of the intelligent people who understand the problem in 
which you say, “Defense is essential,” and they look you right in the 
eve and say, “And so is local aid on a domestic basis, but it is up to 
you to find the money.” 

So we have 175 million people in America that are no different in 
Detroit than they are in Maine, or Utah, Alabama, Pennsylvania, or 
Wisconsin. We are all a fraternity of families, and that is how we 
react. It is simply up to the leadership of the cities, the counties and 
States, and Congress to try and work out a formula of keeping what 
I consider the gr reat cities great and stop them from decaying. 

Senator SpaRKMAN. Senator Clark ? 

Senator CLark. No questions. 

Senator SPARKMAN. Senator Proxmire? 

Senator Proxmire. No questions. 

Senator SPARKMAN. Senator Bennett ? 

Senator Bennetr. No questions. 

Senator SPARKMAN. Senator Muskie ? 

Senator Muskie. No questions. 

Senator Sparkman. The Honorable James L. Maxwell, mayor of 
Tulsa, Okla., was here and wanted to submit his statement. He had 
to leave, but his statement will be printed in the record. 

(The statement referred to follows:) 


STATEMENT OF JAMES L. MAXWELL, Mayor, TuLsaA, OKLA. 


I am pleased to have the opportunity to express Tulsa’s sincere concern and 
interest in securing more effective programs for urban renewal, slum clearance, 
and housing. Tulsa joins with Oklahoma’s other cities in urging the continua- 
tion, expansion, and improvement of these Federal programs which are so vital 
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to our rapidly growing areas. Because we in Oklahoma have not as yet started 
any urban renewal programs, we particularly desire a Federal urban renewal 
pill which provides: First, annual appropriations at a level sufficient to meet 
what our cities can prudently spend each year; and, second, a program of suf- 
ficient length to get the urban renewal job done. 

Since there is not time for me to read my entire statement, I ask that the 
remarks I have prepared be inserted in your minutes. 

It is singularly easy to be apathetic about the challenge of urban renewal. It 
is particularly easy in Tulsa where we enjoy a national reputation for being a 
clean, beautiful city. In 1954, Holiday magazine made a great point of our clean- 
liness. The June 1957 Reader’s Digest referred to our being called America’s 
most beautiful city. We have much of which we feel justly proud ; our aggressive 
and progressive chamber of commerce continually and effectively testifies to our 
many attributes. However, despite our pride and reputation, we need an early 
and sustained program of urban renewal. We cannot gainsay the fact that we 
have substandard, blighted and slum areas, both residential and commercial ; 
nor that these areas are spreading; nor that they have a debilitating, morbid 
influence upon the economic and social health of our community. 

In April 1950, the U.S. census of housing reported that 20.1 percent of 59,096 
dwelling units reported were either dilapidated or lacking private bath. Then 
we had a total of 60,659 dwelling units within our 27.5 square mile corporate 
limits; our population was 182,740. Since then, our population has grown 
beyond an estimated quarter-million persons, our housing supply now totals 
80,669 dwelling units, and our area now measures 43.5 square miles. A survey 
completed just this month by the Tulsa Metropolitan Area Planning Commission 
indicates that we now have 15,506 substandard dwelling units occupying nearly 
614 square miles in the city of Tulsa. This constitutes a net increase of 3,607 
dwelling units, or 30.3 percent more than in April 1950. 

In comparison with America’s larger cities, where renewal is already underway 
and need for expanded programs still exist, Tulsa is a young city; it is just 61 
years of age. Our State is even younger, by 9 years. All the more reason, we 
feel, for taking action now against blight before the task assumes the pro- 
portions it has in our Nation’s older urban areas. The 1950 census figures for 
condition of housing in Oklahoma's other urban areas show that 83,416, or 27 
percent, of the dwelling units reporting were dilapidated or lacking private bath. 

We are especially interested in the resumption of a dynamic, realistic, and 
comprehensive Federal urban renewal program because we in Tulsa and the other 
cities of Oklahoma have not been able to start urban renewal as yet. State 
enabling legislation for urban renewal, passed by the last Oklahoma Legislature 
in 1957, did not include Tulsa and, for technical reasons, was ruled unconstitu- 
tional by the State attorney general. Furthermore, we were also excluded 
from legislation granting renewal powers to our sister city of Oklahoma City in 
1955; this act, incidentally, also has proved to be constitutionally inadequate. 
Now a bill has been introduced in our legislature which provides proper renewal 
authority for Oklahoma’s two largest cities. Another bill provides similar 
powers for all other cities in the State of over 10,000 population. We have been 
assured by our legal counsel and by representatives of the Housing and Home 
Finance Agency that these bills are both constitutional and adequate in their 
terms. We have every reason to be confident of their early passage by the 
Oklahoma Legislature now in session. 

With the passage of these essential State enabling acts, we are more eager 
than ever to embark upon comprehensive renewal programs. In Tulsa we have 
been doing all we can to ready ourselves for just such a program. We have 
adopted a thorough workable program, jointly with the Board of Tulsa County 
Commissioners, and are submitting it for certification to the Housing and Home 
Finance Agency next month. We have completed a housing code, and are ready 
to adopt it as soon as legal review is completed. In cooperation with local 
business leaders, Tulsa County, and the Office of Civil Defense and Mobilization, 
we are completing a plan for the Tulsa central business district to be presented 
in June. Only through renewal will we be able to revitalize our central core in 
accordance with this plan. Consultant engineers are rapidly completing func- 
tional plans for over 100 miles of expressways within our metropolitan area; 
these plans are being reviewed locally by our metropolitan planning commission, 
our city commission, and county commission. Our citizens have already approved 
issuance of bonds to provide for the completion of roughly one-third of these 
essential traffic facilities. We should like very much to reap the economic 
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benefits of coordinating expressway development with slum clearance and re. 
development. We have invested over one-half million dollars in the preparation 
of a comprehensive metropolitan plan which will be completed early in 1969, 
Urban renewal is one of the essential tools we require to carry out this compre 
hensive plan. 

We feel we are doing our part. We are ready to stop blight and erase slums 
in Oklahoma. We cannot, however, manage this task alone. We need Federal 
assistance: annual appropriations commensurate with our ability to produce, 
continuing for as many years as will be needed to complete this sizable task, 
We ask that you do your utmost to assure that we will get the help we need. 

Senator SparkMan. Mr. William R. Davlin, please. 

Mr. Davlin, I understand yours is very brief, and you need to 
get away in order to catch a plane. 

You are from the commerce department of the State of Penn- 
sylvania? 

Mr. Davuirn. Yes, sir. 

Senator SparKMAN. Proceed in your own way. 


STATEMENT OF WILLIAM R. DAVLIN, SECRETARY, PENNSYLVANIA 
DEPARTMENT OF COMMERCE, APPEARING ON BEHALF OF HON. 
DAVID L. LAWRENCE, GOVERNOR OF THE COMMONWEALTH OF 
PENNSYLVANIA 


Mr. Davin. I am William R. Davlin, and I am representing 
Governor Lawrence, who has a prepared statement, which we are 
filing for the record. 

Governor Lawrence could not be here because of our flood situation 
in Pennsylvania in this period. 

Senator Cuark. Mr. Chairman, I would like to note for the record, 
it is the statement of Mayor Lawrence, now the Governor of Penn- 
sylvania, which is going in. 

I would recall to my colleagues on the committee the very wide 
experience Mayor Lawrence has in this whole field. He has been down 
many, many times, and I know he was disappointed he couldn't be 
here personally. 

Mr. Davlin, who is secretary of commerce for the Commonwealth of 
Pennsylvania, held that job during Governor Leader’s term, and I 
think he can tell us a little also about the extent to which Penn- 
sylvania can be expected to contribute to this urban renewal program. 

Mr. Daviin. Yes, sir; yes, indeed. Thank you, Senator. ; 

I will hit the highlights of Governor Lawrence’s statement in this 
manner, which includes the Pennsylvania history of planning re- 
development activity. 

As you know, until a few days ago, he was mayor of Pittsburgh 
for some 13 years. The redevelopment authority there was created 
in 1954, before the Federal legislation. 

Philadelphia and Pittsburgh were the first cities and practically 
the only cities to complete redevelopment projects without either 
Federal or State financial assistance. ' 

We have reviewed the various bills and are familiar with them, with 
Senator Sparkman, Congress, and the provisions they include. We 
believe they are largely encompassed in Senator Clark’s bill, which 
in some ways goes a little further. 

The Governor’s principal recommendation is, of course, the point 
of continuity in this program, so that we don’t have catastrophies 
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where things top, as they did last summer. His recommendation is 
for a 10-year program, with $600 million a year available at the 
present ratios. ; 

Last summer, for example, when the program stopped, it was 
only because in Pennsylvania outright grants were made to urban re- 
development authorities that the planning work could continue and 
things didn’t completely stop. 

The Governor makes another point that, in his judgment, based 
on the Pennsylvania redevelopment experience, that without Federal 
assistance, strong Federal assistance, for the coming years, in contrast 
to the withdrawal of that assistance, as indicated by the President, 
that renewal simply will not be achieved, and that it is one of our 
gravest national problems. 

As evidence of the need of municipalities for financial assistance, in 
the State of Pennsylvania itself, beginning in 1949, the Common- 
wealth has made outright grants of $12.3 million of its own funds to 
redevelopment authorities, which in turn have been matched in the 
current ratios by the Federal Government. 

As a result, the State itself has participated with local authorities, 
authorities in 36 cities, and has helped finance 57 projects. 

Now obviously, those weren’t all in greater metropolitan Pittsburgh 
and Philadelphia. 

Senator Ciark. I think that it is important to stress, Mr. Chair- 
man, there are 36 cities in Pennsylvania alone which are now taking 
advantage of the urban renewal program. 

Mr. Davirn. And yet, we know that we have only scratched the 
surface; perhaps in part because of the age of our cities, our rough 
topography; the mining and steel basis of the economy didn’t ase 
for very pretty communities to begin with, but the economic difficul- 
ties of those areas have meant much deferred maintenance in munici- 
pal services and facilities. 

We have before us in requests for State funds—not Federal funds— 
for redevelopment projects which are underway, for their completion 
during the next two years, $32 million worth of requests for State 
assistance. 

Senator CiarKk. Do you have any thought that the State will be 
able to appropriate enough money to pick up even those existing 
i so far as that share is concerned ? 

Mr. Davin. The State will have very real difficulty in doing that 
because of our deficit position. 

Senator CLark. How much money is going to have to be raised in 
we taxes by the Commonwealth of Pennsylvania in the coming bien- 
niai ¢ 

Mr. Davin. Well, upward of $250 million. 

Those $32 million worth of projects actually mean a Federal need 
for $128 million in the next 2 years for those projects in Pennsy]- 
vania, because the ratio is the two-thirds ratio; we carry half of the 
municipal burden of redevelopment. 

Senator Crark. Mr. Davlin, do you recall offhand how many of 
those 36 Pennsylvania cities with urban redevelopment programs are 
in labor surplus areas, depressed areas ? 

Mr. Daviin. The majority of them. I would say perhaps two- 
thirds of them are in chronically depressed economic areas. 
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Now we cite this as a measure of the need of municipalities for 
outside financing assistance. It is obvious to us, thinking of this 
movement nationally, that Pennsylvania and now Connecticut, pro- 
vide this assistance, and that other states are not legislatively or ad- 
ministratively, or perhaps financially, ready, willing and able to go 
on these programs. 

Senator Crark. As a realistic matter, do you think there is any 
possibility of the State substantially increasing its contribution ? 

Mr. Davin. We have matched dollar for dollar with the munici- 
palities, and I think there is an excellent chance we can continue that; 
whether we can serve the requests before us on a current basis, I am 
sure there is some doubt about that, that we can do that fully during 
the next 2 years. 

Senator CLark. You are not matching dollar for dollar for all of 
Philadelphia’s urban renewal, nor for Pittsburgh ? 

Mr. Davin. That is right. 

We have some other lesser points that I will just enumerate. In the 
project planning phases of urban renewal we feel there is a very seri- 
ous gap which stems from the legislation and administration. There 
is, in the center cities and near the cores of the center cities, vast areas 
which may be included in a comprehensive city plan for land uses, but 
which where expenditu: sare made, apart from redevelopment project 
expenditures, apart from redevelopment project plans, because the 
planning traditionally for redevelopment projects has been within the 
project areas, and that there is a great need to broaden that planning 
to a neighborhood basis, on an area basis, so that the enormous ex- 
penditures for private construction near redevelopment project areas, 
doesn’t come onto the landscape unplanned and in conflict with what 
happens within the area. 

And we believe that the administrative provisions, perhaps legisla- 
tion, should be broadened in that respect. 

Another point: The President recommends a $150 million loan au- 
thorization for nonresidential renewal. We feel the need for non- 
residential renewal very strongly in our State, for reasons cited, but 
our need is to boost the grants from the present 10 percent limita- 
tion to 20 or 25 percent, and we don’t see that a great deal could come 
to us out of the $150 million loan authorization. 

Some other administrative points: We are very much for advanced 
reservations to preclude ever again the application of a rigid formula 
as happened last summer. We are for Seas for early acquisition. 
We had some bitter experience, particularly with hurricane Diane a 
couple of years ago, and now we may have again with our current 
floods, in which, because of the inability to get in on the part of local 
authorities and purchase land at an early date, we were greatly im- 
paired, and we were saved only because some people in HHFA really, 
at least cut the redtape; whether they broke the rules, I don’t know. 

But we feel that loans for advanced acquisition, early acquisition, 
are really vital. 

Two points on relocation payments. The $100 maximum on family 
relocation we feel is more than enough in some cases, but in others 
it is a hardship, a real distress, and our suggestion is that there be @ 
maximum of $200, but that the rule be actual moving expenses, and 
where it is not $100, it wouldn’t need to cost that. 
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On commercial removals, relocations, we believe that the maximum 
should be boosted from $2,500 to $3,500, and instead of injecting re- 
location costs into the appraisal price, face the fact, call a spade a 
spade and up the limit so far as it can be justified. 

The point of coordination and decentralization, we think is a vital 
one tous. We have seen some conflicts that chagrin us. For instance, 
as between the prices public housing authorities are asked to pay for 
redevelopment land as against what a private developer is able to pay 
or is asked to pay. 

We believe that where tax abatements are involved in the reuse of 
redevelopment land for public housing purposes, that matching credit 
should be given for those abatements in the redevelopment grants. 

A point on the section 701 program, the urban planning assistance 
program. Pennsylvania has for many years, as did Alabama, sir, 
under Bill Downs, whom I know down there, a planning program to 
assist municipalities. The section 701 program has been vital to us. 
We have 86 communities in it, 20 waiting; the money is exhausted. 
We have planning assistance in 10 of our metropolitan areas under 
that program. We believe that that program should be put on a con- 
tinuity basis, too, and that a $20 million authorization should be made. 

We believe that the 25,000 population limitation is unrealistic, and 
that in the next census, or looking ahead to our population explosion, 
we should perhaps see that raised. 

In public housing, figures were mentioned here this morning. The 
figure that we carry in our statement, is that through a renewal, 
through highways, and other governmental projects, in this immediate 
period of 2 or 3 years, 247,000 families are going to be displaced from 
areas in which they are presently living. We feel then that the public 
housing program is an absolute must if the Nation is to take care of 
these families, and its other needs for low-cost housing. 

As to the units, we think one State would not be experts on the 
number of national units. The Governor’s statement merely states 
that certainly the authorization should be for enough units to take 
are of the actual need. 

I believe, Senator, that summarizes the highlights in Governor Law- 
rence’s statement, and we are just delighted to be here. 

Senator SpaRKMAN. Thank you, Mr. Davlin, and the statement will 
be printed in the record in full. 

se are very glad to have your comments on it. Thank you very 
much. 


(The statement referred to follows:) 


STATEMENT OF Davip L. LAWRENCE, GOVERNOR, COMMONWEALTH OF 
PENNSYLVANIA 


The invitation to appear before you is most welcome not only because Penn- 
Sylvania is deeply concerned with the problems which are now before this com- 
mittee, but also because Pennsylvania, as shown by the records, has assumed 
leadership in the fields of urban planning and community renewal. 

I believe that the legislation that you have before you deals with one of the 
fravest domestic problems faced by the country today. Your committee is ren- 
dering a tremendous service to the country by your efforts to improve Federal 
programs for urban renewal and housing. 

I am, of course, deeply interested in the problems of urban renewal and 
housing. During the 13 years prior to assuming my responsibilities as Governor 
of Pennsylvania I was the mayor of Pittsburgh. During this time I was 
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naturally most interested and closely concerned with these problems. The prog- 
ress made by the city of Pittsburgh during these 13 years has been well publicized, 
but I must mention specifically the fact that the city inaugurated one of the first 
redevelopment programs in the country. Our redevelopment authority was 
created in 1945 soon after the passage of enabling legislation by the General 
Assembly of the Commonwealth of Pennsylvania. Philadelphia and Pittburgh 
were among the very first cities—and almost the only cities—ever to achieve the 
completion of redevolpment projects without State or Federal assistance. 

We in Pennsylvania have been following proposed Federal legislation in the 
housing and urban renewal field with great interest for many years and have 
‘given careful study to the various bills introduced in the 86th Congress. Ob- 
viously, there is great merit in many of the provisions of most of these bills and 
many of the specific provisions are quite familiar to all of us since they have 
appeared in bills which were introduced in earlier sessions and many of them 
received Senate approval in the bill which was passed by the Senate on July 11, 
1958. While we all recognize the major contributions made by Senator Spark- 
man, Congressman Rains and others, who have pioneered in this field of housing 
and renewal legislation, it seems to me, that the bills which Senator Clark has 
introduced in this session (S. 193, S. 194, and S. 195, 86th Cong.) embody not 
only the major elements on which there has been earlier agreement but also new 
provisions quite appropriate in the light of today’s problems. Personally, I 
would have only one minor reservation in regard to Senator Clark’s proposals 
which I will mention a little later. 

We in Pennsylvania know full well the problems connected with financing, and 
we have discovered through long experience that with few notable exceptions 
redevelopment, or as it is now known renewal, is not possible without con- 
tinued assistance at the Federal level. It is disturbing to read in the President's 
recent budget message to the Congress that the four major recommendations by 
the President fail to provide what we believe to be an adequate program. 

The States and cities must be assured of continuing Federal support. We 
cannot continue with the uncertainty of the past few years which culminated in 
the fiasco of last summer. Many of our cities and some smaller municipalities 
were caught with projects ready for planning. Applications were buried in a 
depressing backlog. New activity almost came to a halt despite some reserva- 
tions made under the terms of the restrictive formula imposed by the Adminis- 
trator of the Housing and Home Finance Agency out of necessity when Congress 
failed to pass an adequate housing bill for 1958. Fortunately, Pennsylvania 
had recently introduced a program of advance project planning with financial 
assistance from the State assistance which permitted such cities as Philadelphia, 
Pittsburgh, Scranton, Lancaster, Oil City, and York to proceed with project 
planning. Even so, work in these cities was delayed and sponsors were con- 
fused. The program suffered losses not only of time but public interest and 
initiative. Project areas were reduced; areas subdivided—at expense of good 
planning—and new Federal applications were submitted, with duplication of 
labor and drastic reduction in requests of Federal aid. According to a recent 
survey, Pennsylvania lost $3,898,346 in Federal aid because of the application of 
this formula. 

To prevent a recurrence of this situation it is my recommendation that a 
continuing program at the present Federal-local ratios be maintained for at 
least a period of 10 years or until the need for this program has obviously been 
met. It is my understanding that the need for Federal assistance as measured 
in terms of programs in such States as Pennsylvania, New York, Illinois, and 
similar States with large or numerous projects that the annual countrywide 
requirements will run upwards to $500 million to $600 million per year for some 
years to come. 

I realize that this is a much larger figure than the administration’s modest 
recommendation for grants totaling $1,250 million for the next 6 years, but it 
is very, very small, for example, compared to the Nation’s farm support program, 
estimated at $6 billion for 1960, alone. Furthermore, the President’s recom- 
mendations are predicated on a decrease in Federal requirements rather than 
an increase which should be expected as more and more municipalities realize 
that their only economic salvation lies in the elimination of their blighted areas 
and the development of their human and natural resources. 

Urban blight, elimination of slums and renewal of core cities are national 
problems, which are so well known to you that I need not present them in anv 
detail. If we recognize the tremendous load upon local governments inherent 
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in the doubling of our metropolitan populations in the next two decades with 
an average expenditure of $1,100* for each new urban dweller for local roads, 
sewers, water supply, and schools we must see that the urban renewal problem 
cannot be met under the terms of the President’s second recommendation—that 
is, to require States and cities to assume an increasing share of the expense of 
buying and improving land and other net project costs. I believe our experience 
in Pennsylvania places us in a position where we can speak with considerable 
authority on this point. A policy of providing State assistance to redevelopment 
was adopted by our State in 1949. In the past 10 years State appropriations 
totaling $12.3 million have been utilized to assist 36 communities to carry out 
57 urban redevelopment projects. 

By the end of 1958 there were more redevelopment projects in Pennsylvania 
receiving support from the State and Federal governments than there were in 
any other State of the Union, and even more notable was the striking manner 
in which the smaller communities of Pennsylvania—those with 30,000 population 
or less—have become engaged in redevelopment activity. Not only are more 
small localities in Pennsylvania participating in these programs than in any 
other State, but the average size of these local programs is about 50 percent 
larger in Pennsylvania than in any of the surrounding metropolitan States. A 
major part of this progress we believe can be credited to the financial assistance 
supplied by the State and to the advice and guidance that the policy made possible. 

We feel, therefore, that the Commonwealth of Pennsylvania has met, and is 
meeting its obligations so far in redevelopment activity and yet we have only 
scratched the surface as far as meeting the problem in Pennsylvania is con- 
cerned. Requests for State assistance to complete active projects during the 
next 2-year period total approximately $32 million, and this is only one-fourth 
of the requirements for Federal assistance to these same projects under the 
present ratios—where the Federal Government matches local 2 to 1 and where 
the State shares one-half of the local burden. 

We feel, as does the President, that States should show interest in, assist, 
and coordinate these programs. We are proud of our leadership in this fleld 
and we welcome Illinois and New York in the fraternity of States which have 
taken this step. But it is clear that the large majority of States are not now— 
nor likely to be for a long time to come—in a legislative or administrative posi- 
tion whereby they can accept the responsibility advocated by the President. 
Furthermore, the problems are too complex to be dealt with effectively entirely 
at State and local levels. I assure you that despite the fact that we have had 
10 years’ experience in Pennsylvania with our State-aided program and have 
developed procedures and standards with which redevelopment agencies must 
comply in order to be eligible for State grants, we find that we must still rely 
heavily upon the pooling of experience with administrators of the Federal 
program and the scrutiny effected at local, State, and Federal levels of 
government. 

The President very rightfully wishes to encourage more careful project plan- 
ning and certainly the States or communities should be encouraged to assume 
a share of the cost of such planning, but to require this does not seem to be 
realistic. Furthermore, present legislation actually penalizes States such as 
Pennsylvania that have made advance project planning grants to local redevel- 
opment bodies. If the impetus to planning activity is to be shifted to State or 
local levels the Federal legislation must be designed to encourage this activity. 

One of our recommendations to this end is that where a State or local con- 
tribution is made for project planning, carried out according to the standards 
set by the Administrator, matching credit should be allowed for the reasonable 
cost of this planning regardless of whether the planning was actually performed 
before or after the project had received Federal recognition. 

It has been our experience, furthermore, that restrictions in the present pro- 
visions for project planning and general neighborhood renewal plans have 
inhibited local imagination and restricted projects in many cases to small areas 
Where only the most limited kind of reuse is possible. A new approach is 
required for center-city renewal particularly, and I advocate broader assistance 
for planning such area projects, such as would be provided by Senator Clark’s 
bill (S. 193, 86th Cong.). 





1Estimate presented by Dr. Luther Gulick. president of the Institute of Public Admin- 


seauon, at the National Conference on Metropolitan Growth, Washington, D.C., Noy. 
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I recognize that there are persons who will say that this neighborhood and 
community planning is not part of urban renewal and I would be one of the last 
to recommend taking any initiative for planning away from our communities, 
On the other hand, however, we have had specific experience in Pennsylvania, 
not only in Philadelphia and Pittsburgh, but in Lancaster, Harrisburg, York, 
McKeesport and Scranton where the need for this type of assistance has been 
clearly demonstrated. Here again, a combination of State renewal assistance 
and city funds has made it possible to start comprehensive renewal planning 
exactly as suggested in the Clark bill. I suspect that very few other States 
have supplied this type of assistance, however, and I am sure that Pennsyl- 
vania cannot carry this entire burden for other of her cities where this is 
necessary—Reading, Allentown, Easton, Erie, not to mention additional down- 
town projects in Philadelphia and Pittsburgh. I believe that it is impossible 
to underestimate the importance of this renewal planning. It must be much 
more detailed and is consequently more expensive than comprehensive or master 
planning. Furthermore, it is an absolute prerequisite to orderly and economical 
downtown rejuvenation. 

Technical Bulletin No. 34 of the Urban Land Institute points out that whereas 
the total expenditure for formal urban renewal programs over the past 10 years 
probably does not total more than $7 billion, on the other hand a tremendous 
amount of construction goes on in urban areas usually unrelated to specific 
urban renewal areas. This natural or spontaneous urban renewal, it is esti- 
mated, may amount to as much as $40 billion per year by 1960 or 1961 (includ- 
ing the relatively small amount of formal renewal). 

Unfortunately, I am sure it will be admitted that much of this urban con- 
struction does not constitute renewal in the desirable sense, because of lack 
of proper guidance or formal planning. This is true even under the guidance 
of a so-called master plan. I feel that the program of formalized Government- 
assisted urban renewal should include that of providing guidance, stimulation 
and planning to this vast process of natural expansion and renewal. 

The President has suggested aid to nonresidential urban renewal projects by 
authorizing $150 million in loan commitments. These commitments are appar- 
ently to assist local agencies to obtain private financing. What we need in 
Pennsylvania is more independence to develop nonresidential reuse in areas that 
were not predominantly housing prior to the redevelopment steps. 

At the height of the 1958 recession 84.2 percent of the population of our State 
lived in areas that were officially classified as labor surplus areas. Perhaps 
Pennsylvania was one of the most seriously affected States, but certainly other 
States were seriously affected and for similar reasons. Pennsylvania has had 
during the past few years a very successful program of industrial development, 
but it must be coupled for maximum effectiveness with an equally effective pro- 
gram of community development. Furthermore, many of Pennsylvania's older 
cities and boroughs are in areas dependent upon one or, at best, a few indus- 
tries, and we must achieve a greater diversity. Industrial sites within the urban 
areas attractive enough to bring new industries into these communities are 
scarce, indeed. We must provide additional industrial acreage close to popu- 
lation centers. Furthermore, where proper master planning has indicated indus- 
trial reuse, we cannot carry out the principles of good planning by resorting to 
some other use because of limitations of Federal funds. To provide for non- 
residential redevelopment in States which are reaching forward such as in Penn- 
sylvania, not only should the overall State limit on capital grants for all projects 
be increased above the present $100-million limit, but also the 10-percent limita- 
tion on the utilization of grants in nonresidential areas should likewise be 
increased at least to 20 or 25 percent. 

Other prohibitive restrictions, such as the recently applied allocation formula, 
should never again be permitted. To further insure against a recurrence of 
these conditions, we recommend that the Administrator be permitted to make 
advance reservations as recommended by Senator Clark in his bill, S. 193, 86th 
Congress. 

Provisions are needed to achieve simplification and to expedite the program 
to fit the varying needs which we meet in each of our projects. For instance, 
in Pennsylvania we have had several projects which reached a state of actual 
urgency due to disaster and flocds—at least three due to the Diane hurricane 
of 1955 alone (and that urgency is upon us again with the serious floods of the 
past week). The cooperation and willingness to bypass bulky procedures that 
was evidenced following that hurricane from the Administrator of the Housing 
and Home Finance Agency down to the last fieldman proved what can be done 


in this ma 
as a resull 
present Fe 
many of t 
of Forests 
of urban b) 
expeditiou 
been to no 
cially. If 
acquisitior 
I, therefor 
ance in th 
completion 
approvals. 
governmen 
It has b 
relocation 
admittedly 
is more thi: 
for sufficie 
a ceiling se 
The san 
think that 
The cost « 
of the bus 
increase il 
$2,500 to ¢ 
For 10 ’ 
tween the 
joyed full 
continuous 
eral agence 
also betwer 
It has be 
tions betw 
reuse price 
housing ag 
of opinion 
should apy 
redevelop 
end where 
while the ] 
for the say 
I should 
lationships 
Status so | 
abatement 
under a r 
within whi 
We have 
ment.of 
problems. 
assistance 
but also ac 
Urban Pla 
Housing A 
our Comm 
of our eff 
ingly, thes 
fram of ou 
Unfortu 
vided by s 
Was compl 
continuity 
urban rene 
favor a ne 








HOUSING ACT oF 1959 455 


in this lt. That eine Tedtape, and these programs are the more Successful 
asaresult. That experience did, however, reveal several] Serious faults in the 
present Federal legislation. In order to Promptly instal] flood-control fac 
many of them mainly myunced and constructed throuch our State 
of Forests and Waters, it was hecessary to Provide cleared land in these areas 
of urban blight With the sreatest speed. Letters of prior approval were obtained 
expeditiously from the Urban Renewal Administration, but these would have 
been fo no avail, since the loca] communities were already hard pressed finan- 
cially. If it had hot been for the availability, a sain, of State money, prior 
acquisition of land for these important works could not have been accomplished. 
I, therefore, urge that legislation be enacted for the Provision of Federal assist. 
ance in the form of loans to provide for early land acquisition, i.e. prior to the 
spprovals. ‘Suche revewal plan with its ween local, State, and Federal 
approvals. Such purchase Should, of course, be approved by the local municipal 
government. 

ation hates pce ei HA In se cases the present enc 
relocation payments places a considerable hardship upon some families, although 
admittedly in other cases the $100 maximum how provided for family relocation 
is more than adequate. i. therefore, Suggest legislation be enacted that provides 
for sufficient control to assure Payment of only actual moving expenses, but with 
a ceiling set at $200 per family, so that hardship may be eliminated. 

The same principle applies to the relocation of columercia] enterprises, ] 
think that it is time to call a should niptde and tag relocation cost oe 1 
The cost of moving a business Should not be Worked into the appraised yvalne 
of the business 48 a means of lessening hardship, I therefore recommend an 
increase in the ceiling for commercial relocation, from the present figure of 
$2,500 to at least $3,500, Where, of course, these costs are fully substantiated. 

For 10 years those on our State staff have been Working in the middle 
tween the local agencies and various Federa] agencies, We have always en- 
joyed full Cooperation at al] levels, but on the other hand we have observed 
continnously a heed for closer cooperation—not Only between the various Fed- 
eral agencies ima agencies a the easing Anancing and unin, farts Pe 
also between Similar igencies at the local level, 

It has been extremely distressing toc to note in two instances Serious alterca- 
ese pieeeh Public agencies, particu) the local level, pertaining to the 
reuse price of land in urban renewal areas When made available to local public 
housing agencies. muvee ad tinge i eeevison that wound ena ede bul 
of Opinion at the source, and that would Clearly set forth that public ] 
should approach the redevelopment agency with the Same status as any other 
redevelopment desiring to construct Similar housing units. The practice must 
oud whereby a parcel of land is offered to a private redeveloper at one price, 
While the loca] public housing agency is ““beeted to pay several times that figure 
for the same piece of land. 

I should mention, While on the Subject of redevelopment-public 
dat ships, that the community shoot receive some credit for the tax exemption 
Status So often provided by law and cooperation agreements, Where this tax 
abatement is suaranteed, the community should at least 
under a reasonable formula for local Contribution to a 
within whose boundaries the public housing is constructed. 
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would recommend that the program retain its present administrative procedures 
which encourage the States to concern themselves with urban planning prob- 
lems. With the aid of this program we in Pennsylvania are currently aiding 86 
small communities in 96 planning studies and we have a waiting list of about 
20 communities. Metropolitan area planning has been stimulated in 10 regions 
of our State. 

Pennsylvania State government has for a number of years encouraged and 
aided urban planning, and the Federal urban planning assistance program has 
been valuable in expanding and accelerating this interest at both the State and 
_loeal levels. It is particularly important that the act continue to require that the 
State planning agency play a major role in the administration of this program 
because it promotes a closer relationship between local and State governments 
which must work in harmony if a comprehensive program of community plan- 
ning and development is to be effectuated. This is the one point, which | 
mentioned earlier, on which I do not fully agree with Senator Clark. 

With the approach of a new decennial census period, an examination of the 
arbitrary 25,000 population limitation for Federal urban planning assistance 
seems to be a timely suggestion. It is obvious that many communities of more 
than 25,000 population need stimulation and assistance just as much as do the 
small communities. An examination should also be made of the authorized 
planning objectives of these local programs, as apparently permitted by law but 
restricted by regulations, which prevent the inclusion of the preparation of 
certain codes and ordinances required for the “workable program” under the 
urban renewal program. 

In the field of public housing Pennsylvania has received, I am sure, its full 
share of federally aided low-income housing and has completed a program of 
37 middle-income rental housing projects through State subsidy. I know that 
many of public housing’s problems remain to be answered and I believe that our 
renewal programs are only adding to these problems. It is estimated that as of 
December 31, 1957, approximately 43,000 families had been relocated from urban 
renewal projects in the continental United States. It is also estimated by the 
Urban Land Institute (see ‘Technical Bull. No. 34’) that during the 3 years 
from June 1957 to June 1960, 83,000 more families will be displaced by federally 
assisted urban renewal projects. During this same period another 75,000 families 
will be displaced by the Federal highway program and 89,000 from other Govern- 
ment actions. Thus, total displacement from 1957 to 1960 might amount to as 
much as 247,000 families. 

In the face of these figures we cannot curtail or abandon our public housing 
program. We must search for additional answers. We must upgrade some of 
our present housing and we must assist private enterprise in meeting their 
greater share of the lower income housing market. 

I believe that our housing policy should encourage the provision of public hous- 
ing units for more of our aging families and for more of our larger families. We 
must promote the use of existing housing which can be modernized at reasonable 
expense. Some of this might be done by public housing as is being proposed in 
Philadelphia. We should, if necessary, broaden the present Federal housing 
legislation to permit departures from the extremely hard and fast pattern of our 
present public housing procedures. Legislation should be enacted which will 
increase the independence of local public housing agencies, granting a necessary 
measure of autonomy. Provisions should be made for the option of independent 
audits instead of audits by the Public Housing Administration. 

The problem of overincome tenants cannot be disregarded. As public housing 
needs begin to be met in any locality, local housing agencies should have the 
option to sell housing units to overincome tenants, particularly where these 
tenants cannot find decent housing at middle-income prices. To further meet this 
serious problem of providing housing for displaced persons, the housing bill should 
authorize direct loans to finance private nonprofit organizations to construct such 
housing. 

Finally, I note that the President has not asked for authorization of additional 
units of public housing. Obviously, your committee’s staff would know the 
national needs and the status of present reservations better than the Governor of 
any single State. However, I urge that sufficient units be provided to meet the 
actual need. 

All this discussion of Federal assistance in the fields of urban renewal, housing, 
and planning obviously leads up to the matter of cost. 

There are just two brief points I would like to make in this regard. 
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The first is that expenditures in this area are not inflationary. 

Second, and most important of all, is the fact that this is money we cannot 
afford not to spend. 

This is money to rescue our urban areas from blight and decay, to hold and 
restore values, to reduce expenditures which now are required to provide serv- 
ices in Slum areas. 

This is money to provide decency and safety in our housing standards, with 
all that can mean in social, economic, and health benefits. 

It is money that is small in relation to our overall expenditures, at every level 
of government; it is seed money, stimulating investment of private capital in 
essential projects. 

It is money which is urgently needed, not as simply a Federal program alone 
but as a vast campaign, involving every level of government and broad areas of 
our private economy, in the vital effort to give our urban areas the chance to 
build anew, to house their people better, to increase productive output of their 
factories, to enlarge their commercial and cultural facilities, to give them the 
opportunity to survive and prosper. 

If we succeed in doing that, the whole Nation will benefit. 

If we fail—and I cannot believe that will be permitted to happen—we will pay 
for our mistakes many times over in the years to come. 

I am certain that wisdom and prudence will prevail and that this Congress 
will enact legislation to provide the funds and the program which are essential 
to the urban areas and to the greater national interest. 


Senator SparKMAN. I have a statement from Governor Williams, of 
Michigan, which will go in the record. 
(The statement referred to follows:) 





STATEMENT OF G. MENNEN WILLIAMS, GOVERNOR OF THE STATE OF MICHIGAN 


It is a privilege to have an opportunity through this statement to express my 
views concerning an important measure now before the Senate Banking and 
Currency Committee, the omnibus housing bill, S. 57, introduced by Senators 
Sparkman, Fulbright, Yarborough, Randolph, Byrd, Monroney, and Morse. 

Before doing this, however, I wish to commend the Senate for its vision and 
leadership during the 2d session of the 85th Congress in passing the 1958 omnibus 
housing bill, S. 4035. I understand that this year’s bill embodies the essential 
features of S. 4035 and, while it may not include all that might be sought, it 
goes a long way in the right direction and, in my opinion, deserves the favorable 
consideration of this committee. 

Michigan has not only shared in the rapid urbanization of American life, it 
has surged ahead of most other States in population growth and the burgeoning 
of dynamic metropolitan areas. With a population increase surpassed during 
the past 10 years only by California and Florida and with the concomitant 
intensive activity in new housing construction and the rapid obsolescence of 
aging neighborhoods in large cities, Michigan communities and their residents 
have experienced the same pressures and difficulties that must be common to 
most urban regions in the Nation. It is for this reason that I feel obligated to 
express my deep concern as the Governor of one of our Nation’s great urban and 
industrial States over an unfortunate neglect of some of the most portentous 
problems created by this urban explosion. 

Many urban problems can and should be resolved at the local and State level. 
We in Michigan are facing up to a good number of the financial, legal, and 
jurisdictional problems produced by the rapid growth of our cities and their 
fringe areas. Other problems, however, can be most effectively accommodated 
only through Federal programs. I feel strongly that the whole range of activi- 
ties falling under the categories of housing and urban renewal have been and 
are legitimate concerns of the Federal Government. 

Since the passage of the Housing Act of 1937, the Federal Government has 
wisely lent its resources to assist citizens in meeting their housing needs. Of 
equal importance to an increasingly urban America was the passage 10 years 
ago of legislation extending needed assistance to cities in their struggle against 
obsolescence and decay. It is time that we invigorate these programs so essential 
to the social and economic well-being of our ever-increasing urban citizenry and 
the very survival of our great cities. I think that S. 57 does much to assure 
these desirable goals. 
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Millions of American homeowners are gratefully aware of the importance of 
the FHA mortgage insurance program; indeed many of them are homeowners 
by the grace of that program. At the present time, insurance authorizations 
available to FHA have virtually disappeared. Certainly one of the great con- 
tributions that the 86th Congress might make to an expanding America would be 
adoption of the increased FHA mortgage insurance authorizations to the amount 
of $4 billion for the current fiscal year and $4 billion for the next fiscal year 
contained in §. 57. 

The demand for new housing continues to be urgent in many Michigan 
communities, a situation I am sure prevails throughout the country. Reinvigor- 
ntion of the FHA program would assure that not only would this essentially 
human value be realized but would also assure renewed prosperity in the vast 
housing industry, a factor of no mean significance if the recession is to be the 
object of concerted attack by the combined resources of private enterprise and 
Government. 

Equally meritorious, I feel, are the various provisions of S. 57 relating to 
extension of par purchases by the Federal National Mortgage Association and 
to special assistance programs for veterans under the direct home loan program 
administered by the Veterans’ Administration and the voluntary home mortgage 
credit program. The extension of par purchase functions by FNMA and loan 
assistance to veterans by the voluntary home mortgage credit program would 
continue activities that have proved highly beneficial in encouraging home 
purchasing. The direct loan program of the VA should be stepped up so that 
current backlogs may be accommodated. These programs, in my opinion, merit 
continued support. 

The large cities of our Nation are increasingly faced with mighty challenges 
posed by the related problems of urban blight and obsolescence. The actions 
needed to combat these community cancers almost require the type of assistance 
provided by the urban renewal and public housing programs of the Federal 
Government. 

Many cities, like Detroit, Kalamazoo, and others in Michigan, have under- 
taken vigorous onslaughts dependent upon Federal assistance. It would, indeed, 
be tragic if these were permitted to atrophy. In every instance the vision and 
leadership that have developed at the local level have found a willing partnership 
to achieve better communities through Federal grants and loans. 

More and more the very dynamism and genius of American life has urban 
origins. We are becoming increasingly a society of city and urban dwellers. 
We cannot and must not permit our cities to decay. To allow this to occur 
would surely result not only in ugly, inefficient, and unproductive urban heaps 
but also irreparable damage to the social, economic, and cultural fabric of Amer- 
ican life. At the risk of committing literary license, I would like to paraphrase 
Edmund Burke: If we are to love our country, then we must make our country 
lovely. The Federal programs of urban renewal, urban planning. and public 
housing can and will do much in nurturing that intrinsic sense of civic pride 
that has already accomplished miracles in many of our cities, a pride that is the 
very essence of freedom. 

With Senator Sparkman, I agree that the funds proposed by S. 57 are 
essential for those urban renewal, slum clearance, urban planning, and public 
housing progranis that are literally remaking the face of so many of the Nation’s 
cities. If anything, the need for this assistance will grow rather than abate in 
the years ahead. The 6-year urban renewal program, with its $300 million 
annual authorizations contained in 8S. 57 is indeed modest in the light of demon- 
strated needs. Similarly, the proposed extension of 85,500 authorized public 
housing units through fiscal year 1963 appears even more modest when one 
considers the housing plight of low-income families in America. 

For that reason, I hope that the provisions of the Clark bill, S. 193, will be 
adopted by this distinguished committee and by the Congress. The Clark pro- 
posal, calling for $600 million a year for 10 years for urban renewal, would 
more adequately meet the staggering needs of our cities. 

The Clark bill, S. 193, also goes somewhat beyond S. 57 by providing needed 
financial assistance to cities in housing families displaced by urban renewal 
programs. The problem of displaced families has been a serious deficiency in 
the urban renewal program and any remedial legislation that furthers the 
effectiveness of the cities’ efforts in implementing these policies deserves sympa- 
thetic consideration. 

One other feature of S. 57 seems of particular significance to me. The pro- 
posed new program of housing for the elderly comes at a time when public 
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attention is increasingly focused upon the needs and problems that our senior 
citizens experience. I urge serious and favorable consideration of this new 
FHA mortgage insurance for the elderly citizen. 

The college housing program proposed in 8. 57, one of great merit, is enriched 
in another bill authorized by Senator Clark, 8. 194, by extending the college 
housing loan program to classrooms, libraries, laboratories, and other academic 
puildings. I feel strongly that the paramount importance of equipping our 
colleges and universities to accommodate the awesome challenges of the space 
age requires the kind of assistance provided by this measure. 

Finally, I think that Senator Clark’s third measure, 8S. 195, in extending to 
FHA-insured owners the kind of protections afforded veterans faced with 
mortgage foreclosures, is urgently needed in communities that have been hard 
struck by the recession. Many Michigan families have either experienced or 
face the prospect of experiencing the loss of not only a great family financial 
investment but also the homes they have worked so long to secure. 8S, 195 
provides some protections against this type of family disaster. 


Senator SparKMAN. We have an address made by Senator Kennedy, 
in Boston, which will go in the record. 
(The document referred to follows :) 


REMARKS OF SENATOR JOHN F. KENNEDY, OF MASSACHUSETTS, TO THE ANNUAL 
BANQUET OF THE MASSACHUSETTS REAL ESTATE ASSOCIATION, BOSTON, 
OCTOBER 3, 1958 
It is a great pleasure to participate in this annual banquet of the Massa- 

chusetts Association of Real Estate Boards. Although I am neither a member of 

your organization nor a practitioner in your industry, I have worked in Washing- 
ton many times in the last 12 years with your members and leaders. And, indeed, 

I have dedicated myself to the improvement of a very important piece of real 

estate known as the Commonwealth of Massachusetts. So I hope, in the words 

of the oldtime orators, that I may claim kinship here and have it allowed. 

The members of this association, moreover, are interested in what the Con- 
gress is doing in Washington. You do not want any Federal regulation of your 
affairs, you do not want Federal programs injuring your business, but you are 
necessarily affected, for better or worse, by whatever we do in Washington in 
the field of housing and a score of other areas. You shared my disappointment, 
I know, at the failure of the last Congress to complete action on legislation 
which would have stimulated greater activity in housing, real estate, and home 
finance. 

But, in the midst of a political campaign, it is not always possible to hand out 
credit or blame with any degree of objectivity. So rather than dwell on the 
accomplishments and failures of the past, rather than review the record of each 
party on the omnibus housing bill of 1958, I would rather talk about the future— 
the future of Massachusetts and America, the future of housing and real estate. 

That future can best be summed up perhaps with one word: unlimited. The 
demand for more and better housing for the American people will continue to 
rise sharply in the years ahead. Certainly we as a Nation are not going to be 
satisfied with a situation that leaves us with 7 million dilapidated city homes in 
heed of replacement—some 5 million city homes without plumbing of any kind— 
and some 13 million homes, or roughly 1 out of every 4, found in last year’s 
hational housing inventory to fall under the classification of “substandard.” 
The passage of each year brings with it additions to the list of obsolete, unsafe, 
or inadequate dwelling units. The National Real Estate Boards Association 
has estimated our needs to be in the area of 1% million homes every year for 
many, many years to come. 

But even these estimates, it now appears, did not take into account another 
startling phenomenon now confronting us on the national horizon—a phenome- 
ton of particular importance to your industry—and that is the fantastic growth 
ih our Nation’s population. It now appears that our population in this country 
will double by the end of this century. Even 10 or 12 years from now, the 
Northeastern United States can expect a population increase of some 20 percent. 
By 1975, we must find housing for some 228 million people in this country, an 
increase of more than 50 percent in less than 25 years. The strain which this 
Population growth will make upon our cities and available housing, and the 
demands which it will make upon our building and real estate industries, will 
be unlike anything we have ever previously witnessed or even imagined. 
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This outlook presents not only a challenge to your industry but to mine—to 
the political and governmental leaders of our country, who will shape the at- 
mosphere, fix the economic ground rules and generally influence the conditions 
under which this challenge must be met. It is not only a matter of housing 
legislation. The housing and real estate industry cannot disassociate itself from 
the rest of the economy. The businessman with declining profits, the worker 
out of a job or the farmer with continued losses is not going to invest in a new 
home. The availability of capital, the prevailing rates of interest, the mobility 
of a prosperous population—all of these economic developments affect your 
economic development as well. 

Housing trends, in turn, affect economic trends in the rest of the country. It 
has been estimated that 200,000 new units of housing produce more than 
500,000 jobs—and markets for 2% billion feet of lumber, 900 million bricks, 
400,000 tons of steel, 460 million pounds of cement, 2 million kitchen cabinets, 5 
million wall plug outlets, 2,200,000 electrical switches and so on down the line. 
When the housing industry declines, so does lumber, steel, furniture, appli- 
ances, and myriad others. When real estate men suffer, so do builders and 
plumbers and electricians and all the rest. And, of course, the community also 
suffers from inadequate housing—in terms of higher police costs, higher fire 
costs, higher relief rolls, health services and juvenile delinquency. 

As the late great Jacob Riis once said: “The most pitiful victim of city life is 
not the slum child who dies, but the slum child who lives. Every time a child 
dies, the Nation loses a prospective citizen, but in every slum child that lives, 
the Nation has a probable consumptive—and a possible criminal.” 

The specific question, of course, is: In what kind of legislative atmosphere 
will these housing demands be met? Will it be an atmosphere that will boost 
the confidence of the building and real estate industries, that will stimulate 
investment, construction and sales, that will look ahead to an expanding industry 
in an expanding America? Let us consider only a few of the legislative tools 
which would be of assistance to your industry today—legislative tools on which 
I have worked with your representatives in Washington. I will mention five 
such tools this evening, not as a complete program but as examples of the kind 
of positive action we must seek in the coming Congress. 

First, it is essential that the present FHA maximum on mortgage guarantees 
be increased beyond the present outmoded $20,000 limit. The original limit in 
1934 was set at $16,000—which meant it would be applied to all homes except 
those costing in excess of $20,000, certainly one of the higher priced homes in 
those days. But a $20,000 limit today is not comparable to $16,000 in 1934. It 
instead denies the benefits of the insured mortgage system to many home buyers 
who would have been eligible for those benefits in the early days of the act. 
Since World War II, we have already gone from a country of 40 percent home- 
owners to approximately 60 percent—and we are a stronger, better Nation for 
it. But if we are to continue this trend, if we are to encourage the volume of 
home purchases which will be essential to the economic health of our cities in 
the years ahead, we must make certain that our housing program is not ham- 
strung by outmoded limitations. 

Second, Congress should promptly enact a technical amendment similar to 
that included in this year’s bill which would facilitate what are normally called 
trade-ins. An increasingly large percentage of home buyers today seek to use 
an existing home as equity in buying their new home. But they are discouraged 
from doing so because the technicalities of existing law involve them in two 
separate mortgages, and two sets of closing costs and financing expense—the 
first when the builder or dealer takes the home in trade, and the second when 
he resells it. Hither the seller or the ultimate purchaser must pay these costs, 
which aggregate anywhere from $600 to $1,500 according to recent estimates— 
and this clearly acts as an additional deterrent to otherwise desirable real estate 
transactions. 

Section 102 of the bill which passed the Senate last summer sought to eliminate 
one set of closing costs by authorizing the FHA to insure a loan on the house 
which is traded in in the name of the builder in the full amount, just as though 
he were an owner-occupant, keeping the difference in amounts in escrow until 
such time as the traded-in home was resold within a period of 18 months. This 
saves the seller and buyer a substantial sum in closing costs, without any in- 
creased risk to the lender or the FHA, while giving the builder an 18-month 
opportunity to sell the house, transfer the mortgage debt and obtain the mortgage 
funds from escrow. This is a technical amendment—yet it would have a far- 
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reaching effect in this day of growing families in facilitating the exchange of 
smaller homes for larger and improved homes when the situation requires it. 

Third, we should seek to encourage the flow of investment capital by equalizing 
the tax treatment of real estate investment trusts. This has long been a matter 
of particular importance to the industry here in Boston and on which I have 
worked in Washington. In the 84th Congress, we were successful in getting 
such a bill through both Houses only to have it vetoed by the President. This 
year, in the 85th Congress, we were successful in getting it through the Senate 
only to have it knocked out in conference due to the opposition of the Treasury 
Department. 

And yet I cannot understand this opposition in view of the obvious need of 
new sources of investment funds for rental and other housing. We intend to 
press for action on this measure again in the coming Congress—for we are seeking 
no unfair advantage, no discriminatory treatment, but simply to extend to real 
estate investment trusts tax treatment similar to that presently accorded regu- 
lated investment companies or mutual funds. It is both fair and appropriate 
that, in each of these cases, that percentage of the income which is distributed 
to the beneficiaries should be taxable only to them and not also to the trust. To 
tax a trust differently because its assets consist of real property, and to ignore 
the amount of its income which is distributed to the beneficiaries, merely dis- 
courages the flow of investment funds which we will critically need to meet 
the housing challenge. I will not detail here the safeguards written into this 
bill in an attempt to meet the administration’s opposition—but I can assure you 
that it was a bill which provided no tax loopholes, but simply an encouragement 
to small investors to pool their surplus funds in this type of investment as well 
asa regulated investment company. 

Fourth, much more needs to be done to encourage the development of rental 
housing—and I want to mention in particular the problem of rental housing 
for the elderly. We need an effective program of mortgage insurance for rental 
housing for persons beyond the age of 60, who may otherwise have difficulty 
obtaining both the kind of housing and the kind of financing they need at that 
age. This year’s bill established such a program, and would have been a helpful 
step in that direction. 

It emphasized, however, special housing projects specially designed for elderly 
persons. I am not at all certain that this kind of unnatural environment is 
desirable from any point of view. Our older citizens should not be relegated to 
an out-of-the-way locality to vegetate among themselves. They should continue 
to be an important part of the community and of community life. It is unfair 
to them and to their neighbors to separate them into a kind of antiquarian 
haven. 

As the proportion of elderly persons increases, it will be necessary to add fur- 
ther incentives to builders to bring about construction of additional housing 
wits specifically designed to meet the needs of the elderly. It should be feasible 
to adopt a program of loans to elderly persons who wish to purchase a home; 
and governmental assistance should be provided to help in the conversion of 
housing to meet the special requirements of the elderly. Rental housing in gen- 
eral, for all our people, must continue to receive our attention, particularly in 
our larger cities. 

Fifth and finally, we must continue to expand and facilitate our programs 
for urban renewal. Our real estate and home building associations have given 
their fullest cooperation to this program designed to inject new vitality into our 
older urban areas. But it is a program which needs expanded financing, author- 
ity, and legislative assistance—and such legislation having failed in the present 
Congress, we must redouble our efforts to secure its passage next year. 

This program is of particular importance to Massachusetts where many of 
our cities have suffered from the industrial and residential blight that accom- 
panies old factories, declining industries, and old neighborhoods. Our objective 
is hot merely to clean up existing neighborhoods and prevent further decline— 
nt to build the new neighborhoods, the new business centers and the new recre- 
ational areas that will make this State’s future brighter and more secure. 

The alternative is a vicious circle of decline and decay. Lack of ability to 
reconstruct vacant industrial plants reduces the heart of urban areas to ghostly 
slums. As a result, taxes are lost and municipal activities must be curtailed. 
This in turn then makes the cities even less attractive. This tragic circle can 
be broken only by a Federal urban renewal program which helps our cities to 
help themselves—which should, as your representatives have pointed out in 
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Washington, emphasize rehabilitation as well as new construction, and modern, 
effective building codes on the local level. 

These are but some of the ways in which the leaders of your industry and 
the leaders of Government can join hands to meet the challenge of housing that 
lies ahead. We will meet discouragement as well as encouragement. There 
will be areas of disagreement as well as agreement. But working together, re- 
membering what we have accomplished in the past, remembering what we are 
trying to accomplish for the future, I know we can succeed in meeting this 
challenge—and making this State and this Nation a better place in which to live. 


Senator SpaRKMAN. We also have a letter from Mayor Resniec for 
‘the record. 
(The letter referred to follows :) 
City OF HOLYOKE, MASs., 
January 16, 1959. 
Hon. JOHN J. SPARKMAN, 
United States Senate, Washington, D.C. 

DEAR SENATOR: My attention has been called to the fact that a hearing is to 
be held by your Subcommittee on Housing concerning 8S. 57 on Tuesday, Janu- 
ary 27. I should like very much to attend that hearing in support of your legis- 
lation but due to prior commitments it will be impossible for me to do so. 

Will you therefore please record me as being heartily in favor of S. 57. 

The city of Holyoke embarked on a program of urban renewal and urban 
redevelopment several months ago and a workable program is now being com- 
pleted for submission to the proper authorities for an advance plan grant. 
Under the present circumstances it probably would be a long time before we 
would be given consideration, due to the lack of sufficient funds to meet the 
many applications now on file. We feel that making sufficient funds available 
to carry out this program is of tremendous importance to our community as it 
must be to so many other communities throughout the Nation. I am sure that 
you have the support of all farsighted and public-spirited citizens. 

I am forwarding a copy of this letter to Senators Fulbright, Kennedy, and 
Saltonstall and to Congressman Silvio Conte, who represents us in the Congress. 

With best wishes, I am 

Very truly yours, 
SAMUEL REsNIc, Mayor. 

Senator SparKMAN. The committee will stand in recess until 2 
o’clock. 

I rather regret to have to come back at 2, but all these people have 
been notified to be here, so I think we had better try to make it. 

(Thereupon, at 1:10 p.m., the committee recessed, to reconvene at 
2 p.m., this day.) 

AFTERNOON SESSION 


Senator SparkMAN. Let the committee come to order, please. 

I think we better get started. We didn’t quite finish this morning, 
and we have a rather heavy schedule for the afternoon. I am sure 
other Senators will come in. 

Our first witness is Mr. Cowles Andrus, representing the American 
Banking Association. 

Mr. Andrus, will you come around, please, sir. 

Is that the correct. pronunciation ? 

Mr. Annrvus. Correct, strange, but right. 

Senator Sparkman. We are glad to have you with us. We have 
your statement. You just proceed in your own way. 
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STATEMENT OF COWLES ANDRUS, ACCOMPANIED BY JEREMY 0. 
BROTT, GENERAL COUNSEL, AMERICAN BANKERS ASSOCIATION 


Mr. Anprus. I would like, if I may, to introduce the gentleman 
with me, well known to this committee, Mr. Jerry O. Brott, general 
counsel, American Bankers Association. 

Senator SparkMan. Yes, sir. We are glad to have you with us 
again. 

Mr. Anprus. The prepared statement, I will leave on file with the 
committee. My name is Cowles Andrus, and I am senior vice presi- 
dent of the New Jersey Bank & Trust Co., Passaic. I also am chair- 
man of the Committee on Real Estate Mortgages of the Savings and 
Mortgage Division of the American Bankers Associ ation. It is in 
this latter « capacity that I appear today to present the views of the 
association on proposed housing legislation. 

Over 98 percent of all banks, “both commercial and savings, are 
members of the ABA. It is not generally recognized that these ‘banks, 
particularly those engaged in commerce ial banking, constitute a major 
source of mortgage ¢ redit. 

As of September 1958, the latest date for which figures are avail- 
able, all banks in the United States had more than $38 billion invested 
in residential mortgage loans, of which total, commercial banks held 
slightly over $18 billion and mutual savings banks held close to $20.5 
billion. 

As of that date, the commercial banks had FHA insured and VA 
guaranteed mortgage loans outstanding in the amount of $8.5 billion 
and the mutual savings banks had outstanding $13.7 billion of such 
loans. The combined total of $22.2 billion represents about 48 percent 
of the Government underwritten mortgage credit held by private 
lending institutions. 

Naturally, banks are interested in seeing that there is an adequate 
supply of housing for the people of this “Nation, and they are pre- 
pared to do their ‘share in providing funds to finance needed housing. 

Nevertheless, these institutions have an obligation to the millions 
of people who have entrusted their savings to them, to follow sound 
mortgage credit principles and to resist inflationary pressures on the 
housing economy. 

For these reasons, the association has repeatedly pointed to the 
danger of too liber al’ mortgage terms. The liberalization of the terms 
of FHA insured mortgages followi ing the close of World War IT had 
the effect of stimulating the demand for housing in a period during 
most of which there were strong inflationary trends in the whole 
economy and thus contributed to rising real estate prices. 

Although there are presently no proposals for material increases in 
loan-to-value ratios or lengthening of maturities of FHA insured 
mortgages, some of the bills before this committee would increase 
maximum loan limits for most of the FHA mortgage insurance pro- 
grams. 

Presumably, these higher loan limits are in recognition of the higher 
cost of land and residential construction. However, by making larger 
loans eligible for FHA insurance, funds may be diverted to such loans 
which would otherwise go into the financing of lower-cost homes. It 
is our understanding that the objective of the FHA program, particu- 
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larly in recent years, has been so far as practicable to channel funds 
into the financing of lower-cost homes for people of moderate means 
and it would seem that increased loan limits would tend to defeat this 
objective. 

With respect to urban renewal, slum clearance and urban renewal 
programs improve community living conditions through the recon- 
struction or elimination of blighted areas. We recognize that sub- 
stantial need continues to exist for community betterment and im- 
. provement. 

The complex problems involved in carrying out these community- 
betterment programs, including their financing, require the coopera- 
tion of local and State governments, the Federal Government, and 
of private industry and private financial institutions. However, the 
extent of the Federal Government’s financial assistance to such pro- 
grams must be determined in the light of overall fiscal policy, and 
the effect on the economy. 

I might add here, Mr. Senator, that their applicability thus far 
seems to be pinpointed locally, whereas the banks in this association 
number roughly 14,000 of all sizes in all types of communities, and 
from the association standpoint we feel that we have to recognize the 
fact that there are many areas in the United States in which at the 
moment, presumably, funds are available but are not being used in 
this field. 

Since these programs are essentially local in character and provide 
both direct and indirect benefits to the communities in which they 
are undertaken, through improved housing conditions and an in- 
creased tax base, it would be appropriate to provide an eventual 
matching of the Federal Government’s contributions by the local gov- 
ernments. Fundamentally, Federal Government credit should not be 
used for local government credit to finance local public functions. 
The burden of local responsibility cannot be appropriately shifted 
to the Federal Government on the theory that taxpaying ability that 
does not appear to exist locally can be found at the Federal level. 

Concerning the par purchase of mortgages by FNMA under special 
assistance programs, the extension of the requirement that FNMA 
purchase mortgages at par under its special assistance program, in 
our opinion, is not justified. Such par purchase constitutes an in- 
direct subsidy to the special groups assisted by these programs at the 
expense of all taxpayers. 

Although the budget indicates that no further commitment authori- 
zation is to be requested for the purchase by FNMA of FHA-insured 
mortgages and VA-guaranteed mortgages, not exceeding $13,500 m 
umount, we recommend that this provision for such purchase be re- 
pealed, except as to commitments to purchase made by FNMA under 
the present authorization. This was an antirecession measure, but it 
had, and if continued could in the future have, the effect of substan- 
tially nullifying the secondary market function of FNMA, which 1s 
to provide supplementary assistance to the private mortgage market. 

This provision has had the effect of creating in FNMA a direct 
market for originators of FHA-insured and VA-guaranteed mort- 
gages. 

We urge most strongly the extension of the voluntary home mort- 
gage credit program. We favor a 2-year extension rather than the 
l-year extension. 
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This private enterprise program has operated successfully in spite 
of severe handicaps. It has channeled a substantial amount of mort- 
gage funds into small communities and housing for minority groups. 

The banks don’t take all of the credit for that because the insur- 
ance companies have had a very large part in it, but the program, 
which we do endorse and support, has accomplished that assistance. 

In the interest of greater flexibility, we favor the increased maxi- 
mum interest rates on FHA-insured mortgages covering rental and 
cooperative housing as proposed in S. 612. 

We again renew our recommendation that interest rates on FHA- 
insured mort gages and VA-guaranteed mortgages be permitted to 
freely reflect money market conditions existing in the various regions 
of the country at the time the mortgage is created. F reeing the in- 
terest rate on these mortgages would go a long way toward eliminat- 
ing the basic cause for discount prices. 

The reason for discount prices is self-apparent. 

Insured and guaranteed mortgages, like other types of investments 
at fixed rates, fluctuate in value with the forces of supply and demand, 
and with changed money rate conditions. To offset this, either the 
rate of interest must be free to meet changing conditions, or the value 
of the mortgage itself must fluctuate to reflect a yield’ in line with 
market conditions. 

Also, if the VA loan-guarantee program should be permitted to 
operate with a realistic interest rate, the mortgage needs of veterans 
in rural areas and the smaller communities could be met by private 
lenders through the medium of the voluntary home mortgage credit 
program. This would eliminate the need for VA direct loans, which 
we recommend. Now there has been a further procedural change in 
FHA that we think is going to be helpful in this regard, too, and 
that is the extension of the certified agency program. That could 
eliminate some of the problems that existed. 

S. 195 contains two proposals relating to FHA mortgages on which 
a default has occurred. One permits the FHA Commissioner to enter 
into an agreement with the mortgagee extending the time for curing 
the default and providing that if the mortgage is subsequently fore- 
closed, any unpaid interest accruing after the date of the agreement 
may be included in debentures. 

This appears to be a desirable position, which should work to the 
advantage of both the mortgagee and mortgagor. Most private 
lenders are desirous of avoiding the necessity of foreclosure wherever 
possible and prefer to work out a default with the mortgagor if there 
is a prospect that the mortgage will be restored to good standing 
within a reasonable period of time. 

The other proposal in S. 195 would authorize the FHA Commis- 
sioner, for the purpose of avoiding foreclosure, to acquire insured 
mortgages on one- to four-family dwellings by issuing debentures to 
the mortgagee. 

This would in effect constitute the FHA as another HOLG, and is 
inconsistent with its character as a mutual insurance system. We be- 
lieve that this proposal should not be adopted. 

Now, Mr. Chisietennl this isn’t in the script, but I feel that the 
14,000 bankers of the United States have not had a chance to see the 
“Study of Mortgage Credit” published recently by the committee, but 
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I very particularly and sincerely wish to commend and congratulate 
the subeommittee and the committee on the very excellent contribution 
it has made to the literature in this field in this excellent report. | 
think there are very fair questions and very full treatment of the 
various expressions of the authorities that were approached. It isa 
nice work. 

Time has not permitted a detailed study of all the proposals con- 

tained in the various bills before your committee, so we have con- 
’ fined our statement to those features which we consider of particular 
importance. We appreciate this opportunity which you have given us 
to — our views. 

Senator SPARKMAN. 
anything, Mr. Brott? 

Mr. Brorr. No. 

Senator SparkMAN. May I say before calling on the other Senators 
for questions, I appreciate the word of commendation regarding our 
study on mortgage credit. That was done by the staff of our - sub- 
committee, under direction of the full committee, following the ad- 
journment of Congress last August. We don’t regard it as complete. 

Mr. Anprvs. I understand. 

Senator Sparkman. We plan to hold some hearings on it. We 
think there are some very important questions raised in it that are 
going to have to be answered before long, if we are to be able to take 

‘are of the tremendous home building program that is going to be 
with us in a few years. I am sure you would agree with that, would 
you not ? 

Mr. Anprvs. I do. 

Senator Sparkman. I have some questions to ask, but I will wait 
until the others have asked questions. The chairman of our full com- 
mittee, Senator Fulbright ? 

Senator Fupricir. I don’t believe I have any. 

Senator Sparkman. Senator Bennett? 

Senator Bennett. Not at this time. 

Senator SparKMAN. Senator Douglas? 

Senator Doveras. Mr. Andrus, I was struck by a sentence on page 
2 of yourtestimony. Yousay: 


Thank you, Mr. Andrus. Did you want to add 








However, by making larger loans eligible for FHA insurance, funds may be 
diverted to such loans which would otherwise go into the financing of lower cost 
homes. It is our understanding that the objective of the FHA program, par- 
ticularly in recent years, has been, so far as practicable, to channel funds into 
financing of lower cost homes, to people of moderate means to receive increased 
loans would tend to defeat this objection. 


I take it, therefore, you are in opposition to the administration’s 
recommend: ation that the loan limit on single- family homes should be 
inereased from $20,000 or $22,500 to $30, 000: is that right ? 

Mr. Anprus. We feel that is in excess of the increase that might be 
explainable by increased costs. 

Senator Dovetas. Would you be opposed to raising the limit to 
$30,000 on so-called two- family houses ? 

Mr. Anprvs. We don’t see too much difference in the principles 
involved. 

Senator Dove.as. In other words, you think that the benefits of 


FHA insurance should go primarily to help finance lower cost homes 
for people of moderate means? 
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Mr. Anprvus. I think it was very largely the intention originally, 
and it just he appened that the New York Times of Januar y 25 rec ited 
some statistics from the Bureau of Census, which bear on this point. 
Perhaps they have been introduced here, Senator, before. 

Senator Sparkman. I do not recall that they were. 

Mr. Anprvs. These are from the Bureau of Census. The article 
states that the census figures show that 23.7 percent of families using 
conventional loans had incomes under $4,000. However, only 11.5 
percent of FHA borrowers, and 10.5 percent of VA borrowers, hea 
incomes of less than $4,000. 

Then the census figures further show that 35.4 percent of conven- 
tional loans were made on homes priced under $8,000, while only 12.5 
percent of FHA loans and 9.5 percent of VA loans were to finance 
the purchase of dwellings in that price class. 

Senator Doveras. In other words, in practice, FHA, instead of 
primarily helping those of moderate means, has primarily helped those 
with greater means ? 

Mr. Anprus. It has made it possible. Certainly, the levels have 
heen raised. 

Senator DovuGias. This is a criticism which I have advanced against 
FHA for some time, unsuccessfully, I may say, and I am very much 
interested in your testimony. 

What you are saying is that we should have a division of responsi- 
bility with FHA primarily helping those of ‘aeiiaie ate incomes, and 
the conventional forms of financing mortgage banking, mutual savings 
banks, savings and loans institutions, primarily helping to finance 
homes of those with upper incomes: isn’t that true? 

Mr. Anprvs. I think, we would not say as an association of bankers 
that we don’t like the FHA the way it is, as far as that is concerned. 
We think the net result has been excellent, but we are simply impressed 
by the fact that it has not just benefited it-——— 

Senator Dovucias. And you are opposed to raising the limit to $30,- 
000 as the administration advocates. 

Mr. Anprus. That is right. 

Senator Doveras. And this opposition extends to the two-family 
house too? 

Mr. Anprus. I would say the principle is the same. 

Senator Doveras. Thank you very much. 

Senator Sparkman. Do your figures make any distinction between 
new homes and existing homes? 

Mr. Anprus. They don’t, Senator. They might in the tabulation, 
but not in the summary that I saw only yesterday. 

Senator SparKMAN. Do you think that might make a difference? 

Mr. Anprus. It could. 

Senator Sparkman. If you think the State figures would be help- 
ful to us, I would be glad if you would submit it to the reporter for 
inclusion in the record. 

Senator Doveras. Mr. Chairman, if that were done, some of the 
savings and loan associations have also prepared very full analyses 
on this point, and I would ask permission to have those included also. 

Senator SpaRKMAN. I would welcome them, because, as I stated this 
morning, Senator Douglas, after you had left, I believe, one of the 
sad commentaries about our whole housing program is the lack of 
adequate information. 
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(The document referred to follows :) 
{New York Times, Jan. 25, 1959] 
Low INcoME TIED TO REGULAR LOAN 
CONVENTIONAL MORTGAGES ARE FAVORED BY BUYERS OF INEXPENSIVE HOMES 


Conventional mortgage loans have become the principal source of financing 
in the purchase of homes by lower income families in this country, according 
to the United States Savings and Loan League. 

The league says that data compiled by the Bureau of the Census shows that 
lower income buyers are more often helped by conventional financing than by 
mortgages insured by the Federal Housing Administration or guaranteed by the 
Veterans’ Administration. 

Norman Strunk, executive vice president of the league, and Leon T. Kendall, 
staff economist, cite the Census Bureau's housing inventory to support their 
contention that a shift has taken place from Government-sponsored loans to 
conventional ones. The census figures show that 23.7 percent of families using 
conventional loans had incomes under $4,000. However, only 11.3 percent of 
FHA borrowers and 10.5 percent of VA borrowers had incomes of less than 
$4,000. 

The report also shows that while the median income of those buying homes 
through conventional loans was $5,682 the median income of families acquiring 
homes with VA loans was $5,844. Under FHA financing, the median income was 
$6,154. 

“In addition to serving more low-income families, the conventional loan is 
much more frequently used in the financing of lower priced homes,” the savings 
and loan officials assert, “The census figures show that 35.4 percent of conven- 
tional loans were made on homes priced under $8,000 while only 12.5 percent 
of FHA loans and 9.5 percent of VA loans went to finance the purchase of dwell- 
ings in this price class.” 

In the minds of many, they contend, the FHA and VA programs were aimed 
at broadening the base of homeownership by permitting individuals unable to 
purchase their homes through conventional channels to do so. 

“In the line with this thinking, it is commonly believed that the programs 
have continued to function under this original premise,” they declare. “Actually 
this has not been the case, and in fact they have completely moved away from 
their original basis, particularly the FHA program.” 


Senator Sparkman. Senator Byrd? 

Senator Byrp. No questions. 

Senator SparKMAN. Senator Williams, do you want to question your 
constituent ? 

Senator Witiiams. I have no questions, but I want to thank Mr. 
Andrus for a very thoughtful and deliberate study of this matter. 

Senator Bennett. I would just like to make the observation that if 

the figures behind the information which was contained in the news- 
yaper report are more extensive or do in fact include the division 
etween existing homes and new homes, that it might be well to ask 
the staff of the committee to see if they can obtain basic information 
on which this was written. 

Senator Sparkman. We will be very glad to do that. In fact I 
have asked Mr. Cash, I think, to find the median FHA mortgage of 
last year. 

I may say, Mr. Andrus, that I have often made the point that FHA 
was not financing primarily or certainly not exclusively in the high 
cost field, but that since the great mass market in this country were 
veople of the lower income, say from $6,000 down, that there ought to 
be greater emphasis on the production of housing that that class of 
income people could afford to buy. 
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You make some reference to the par purchase mortgages, and you 
know, of course, that in the Emergency Housing Act of last year we 
did require par purchase, and made funds available to the Federal 
- National Mortgage Association to make that possible. 

We paren? limited that to $13,500 houses and down, in order to 
point to that lower income level, and I think we have accomplished 
very pleasing results by that program. 

I believe you would agree with me that even though you advise 
against the par purchase of such a special assistance mortgage, that 
that did make a tremendous contribution to the upturn of our economy 
last year, by putting people back to work, would you not? 

Mr. Anprus. There is no question that it increased the amount of 
building at the time. I think that is a very fair statement. 

Senator SparKMAN. I think it is a fair estimate to say that between 
300,000 and 400,000 additional houses were built as a result of that 
program, don’t you ? 

Mr. Anprus. I am being a little conservative, but I am encouraged. 
| am impressed by the courage of our young people and old people. 
A $13,500 mortgage is something you can’t assume as a low income 
earner, so I think the figure is rather liberal on that subject. 

Senator SpaRKMAN. I agree with you, and yet we are living in 
that day. 

I put my first mortgage on a house 31 years ago, a little over. As 
I recall, it was a $3,000 mortgage, but I got a better house then than I 
can get for $13,500 today, so it is changing times, I think, that ac- 
count for these things. 

By the way, I am not going to quarrel with you with your state- 
ment about the par purchase, because I would agree to this extent, 
that it ought to be used only in special circumstances, and I have 
at different times named two: 

One, as an antirecession measure, and that is what last year’s meas- 
re was, and, second, to assist those programs that, by their very 
nature, are entitled to some kind of special treatment. I would say, 
for instance, housing for the elderly, or housing of that kind. I 
would not quarrel with you as to the rest of it. But there was one 
statement you made about it being a burden to the people of the whole 
sountry, you know how much money FNMA made on that No. 10 
program ¢ 

Mr. Anprus. I am interested. 

Senator SparKMAN. I don’t have the figures, but it would surprise 
you. FNMA, by the way, had made during its existence, about 
5250 million clear profit in handling mortgages, both in the secondary 
field and also in the special field. And, just a few days ago, I don’t 
know what the quotation is, but they were offering the mortgages at 
a little better than par, 100.5, so it is not such a burden on the tax- 
payers and has not been during the years it has been in operation. 

You say something about freeing interest rates. What would you 
set the maximum rate at? 

Mr. Anprvus. I think, under free interest rates there would not be 
a maximum. 

Senator Sparkman. Not a maximum. 
Mr. Anprus. That is right. 
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Senator SparkMAN. There is a maximum under FHA of 6 percent, 
and FHA has been operating now for quite a long time, at 51, per- 
cent. Of what good would it be to free the interest rate, when they 
haven't used up all the freedom they have / 

Mr. Anprvs. I think it might—— 

Senator SparKMAN. Would it make any difference / 

Mr. Anprvs. I think they might have liberalized the rate, perhaps 
at some point. 

Senator SparkMAN. They had this room in which to raise the rate? 

Mr. Anprvus. That is right, but it was not done. We are concerned 
with the principle that the rates should be free. 

Senator SparkKMAN. We have had a lot of testimony at different 
times and a lot of urging about this removing the maximum interest 
rate, freeing the interest rate. I have never yet heard any satisfae- 
tory explanation as to how that would help as long as the going rate 
was considerably below that, as is true at the present time. 

Mr. Anprvs. But this is a prescribed 51, rate / 

Senator SparKMAN. Oh, no, no. 

Mr. Anprvus. I mean it is within the province of the Administrator 
to raise it. 

Senator SpaRKMAN. But he has a ceiling of 6 percent. 

Mr. Annrus. That is right. 

Senator SPARKMAN. He can set it anywhere under 6 percent that he 
wants to. 

Mr. Anprus. I know, but the bankers don’t get the benefit of it un- 
less it is set higher than 514 percent. 

Senator SparKMAN. Don’t you believe that when the Government 
supports a program, it is entitled to have some control over at least 
the maximum rate of interest ? 

Mr. Anprus. I presume, Senator, that is so, but I am thinking more 
of the lower rates of the Veterans’ Administration. 

Senator SparKMAN. I will remind you of one thing, of course that 
early always comes up. This committee does not have jurisdiction 
over VA. 

Mr. Anprvus. I understand. 

Senator SpaRKMAN. We do offer direct loans, and I notice in your 
statement, that you would like to see that done away with, did I read 
that right ? 

Mr. ANnpRws. 
we believe, sir. 

Senator SparKMAN. I would dare say, if you lived in Arkansas, or 
Alabama, or Mississippi, or any rural State, you would find that not 
to be a correct statement. I agree with you about the operation of 


That is right, as something that is unnecessary today, 
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yoluntary home mortgage plan. But at the same time, it has never 
adequately reached many of the rural and semirural areas and you 
are aware of the fact, of course, the direct loan program is only avail- 
_ able for credit where the veterans who live in rural or semirural areas, 
are not able to get the credit elsewhere. And you know, before they 
ean get a loan, the VHMCP is given an opportunity to make the loan. 
There used to be a waiting period of 60 days, I am not sure just what 
it is now, it has been shortened, but I think it is still 30 days, I am 
not sure. 

By the way, Mr. Andrus, I am not going to prolong this, but I think 
you may be interested to know that the suggestion for a direct vet- 
erans’ lending program was made to me by a banker. I introduced 
the measure back, I believe, in 1950, and it was a banker, small banker, 
who wrote me a letter, and said, “I believe we ought to have that kind 
of a program.” He said: “We try to help out here in our locality, but 
we can only carry small amount of mortgages, and when we get that 
many, we are out.” He said there are a lot of veterans here who simply 
cannot get the credit. It was based upon that representation that he 
made to me that I looked into this question and introduced the original 
bill. 

I may say that in previous testimony before this committee, many of 
the representatives of the large mortgage and insurance companies 
and I am not sure, I believe even representatives of the American 
Bankers Association in the past—have commended the program and 
the manner in which it was handled and have said to us that as long as 
it was handled in that way, that is, confined to these people who could 
not get credit otherwise, they thought the program ought to be con- 
tinued. 

Mr. Anprvs. I think, Senator, part of the reason they were unable 
to get it is that veterans who are not in remote areas have likewise had 
some difficulty in getting mortgages, because of the lack of freedom of 
the interest rate. That has not been attractive 

Senator SparKMAN. Wait a minute, FHA is available to them? 

Mr. Anprus. That is true, but I also mentioned this certified agency 
program as being a change in procedure which I think will help there, 
because the difficulty with FHA in practice has not been the interest 
rate as much as it has been the time of procedure, and all banks have 
not chosen to make loans under the lengthy procedure of the FHA. 
With this shortened program, I think there will be more of that, and 
with a freer interest rate, then there would be more acceptance of the 
veteran loan by the bank in the small community, which may not have 
any mortgages, conventional or otherwise. 

Senator Doveias. Mr. Andrus, we have found those figures on the 
FHA mortgages. I think you would be interested to know, we have 
the whole breakdown. I ask that this table be placed in the record. 


I im that this table be placed in the record, but let me call attention 
to this. 
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(The table referred to follows :) 


TABLE III-51.—Mortgagor’s annual income, 1-family homes, sec. 203, 
selected years 


Percentage distribution 








1957 | 1956 1954 1950 | 1946 

| | 

NEW HOMES | | 
Less than $2,000- _- gomat iho (1) (4) (‘) 0.2 | 2.9 
$2,000 to $2,999_...___- ; Sent Meaancee 0.3 | 0.3 | 1.0 | 12.0 31.8 
$3,000 to $3,999____ - ; : 3.6 6.1 | 15.5 43.4 37.3 
I be cee ee eee. 14.2 | 20.0 30.2 | 24.0 | 16.3 
$5,000 to $5,999. ___- ' ‘| 18.7 | 21.4 | 19.2 | 9.7 | 41 
$6,000 to $6,999____- -| 19. 4 | 19.0 14.8 5.8 | 43 
$7,000 to $7,999______- E ahs 15.9 | 13.0 9.0 2.5 | L7 
$8,000 to $8,999 9.6 7.3 4.2 1.0 4 
$9,000 to $9,999... 73 5.4 | 2.8 | .6 | 3 
$10,000 to $10,999... . : 4.6 Ris 1.3 | iZ 2 
$11,000 to $11,999___ ; ‘ 1.9 1.2 | 5 ‘a 8 
$12,000 or more... _- i ‘ | 4.6 3.2 1.5 | 4] 6 
Total_. ae 4. 100. 0 100.0 100.0 100. 0 | 100.0 
Average _ _- : 7,112 $6,541 | $5, 633 $4, 213 | $3, 619 
Median____. . ; $6, 632 $6, 054 $5, 139 $3, 861 | $3, 318 








EXISTING HOMES | | | 
| 


Less than $2,000- -- . io Mei: a aa 4.5 
$2,000 to $2,999_- : 8 | 4 . 8.9 | 34.2 
$3,000 to $3,999. ___- a?! ; : 4.7 6.6 10.6 | 33.5 | 33.8 
$4,000 to $4,999._....____- 18.0 21.3 24.3 24.1 13.8 
$5,000 to $5,999_......__._____- su 20.0 20. 4 18.4 11.9 | 43 
$6,000 to $6,999.......___- ‘ (deeesucises 18.3 | 17.5 16.6 9.4 | 4.4 
NS 13.8 12.6 11.6 | 4.9 1.9 
cee Y Ral, aa]. ael. 470. a 

0 nes | ’. 5. é .6 | ; 
$10,000 to $10,999____- | 3.9 | 3.3 | 2.7 | 1.0 | 4 
$11,000 to $11,999. 1.8 1.3 1.0 | 3 | i 
$12,000 or more___- | 4.3 3.8 3.2 1.8 | 1.0 

Total___. ; Bs cccaie tr ie oe 100. 0 | “100 0 100. 0 | 100 0 | 100.0 

Average... ; $6,853 | $6,583 | $6,245 | $4,837 | $3, 640 

Median_ -_. $6,296 | $6,033 | $5,606 | $4,274/ $3,101 


1 Less than 0.05 percent. 


Senator Sparkman. The average income of the mortgagor in 1946 
was $3,619. 

In 1930, it was $4,200, in 1954, it was $5,600, and in 1956, it was 
$6,500, and in 1957, it was $7,100. The median now reflects a some- 
what lower scale—I won’t read all of them, but for 1957, it was $6,600, 
about $500 lower. 

There is one interesting thing there, it shows the increase year by 
year. 

Mr. Annrus. That is right. 

Senator Bennerr. Senator, the increase in the cost of housing very 
probably goes up faster than that. 

Senator Sparkman. That is what I really had in mind, and that 
would be reflected to some extent, by this yearly increase in median 
income, because the ability of a purchaser to get a house; to execute 
a mor ter uge, has a direct relationship with his income. 

Mr. Anprus. And merits the $13,500 figure. 

Senator SparKMAN. What is this? 

Mr. Anprus. Justifies $13,500 as a moderate income mortgage. 


Senator SrarkMan. Of course, there are a good many houses built 
below that price, although I agree with you there is too high a per- 





centage abc 
market is b 
Mr. AND 
Senator 
comment. 
at 2 o’clock 
Senator | 
Senator 
ing at 3 0’¢ 
testimony. 
Senator 
has any qu 
right now. 
Any fur 
Senator. 
Senator 
Now we 
Anderson, 
dent of Ax 
president, 
sociation f 
of Oberlir 
leges; and 
representil 
State Univ 
If all of 
proceed. 


Mr. Cha 


STATEME! 
UNIVE! 
COUNCI 


Mr. AN 
Tam app 
committee 
ment of th 

The cou 
1,032 inst 
leges, colle 

In orde 
for the r 
recommer 
tion, whic 
mittee an 
secretary. 
Council o 
organizat 
tion of L 
of Ameri 
the Natio: 

Mr. Ch 
day what 


85482 





HOUSING ACT OF 1959 473 


centage above that price. As I said a few minutes ago, the great mass 
market is below that level. 

Mr. ANprvs. That is right. 

Senator Futsricnt. Mr. Chairman, may I interrupt? I have a 
comment. I understood the college housing witnesses were coming on 
at 2 o’clock. 

Senator SPARKMAN. They were, but we did not finish this morning. 

Senator Futsricut. I have a Foreign Relations Committee meet- 
ing at 3 o’clock, so I will have to go. I will be very sorry to miss that 
testimony. 

Senator SpaRKMAN. They are coming on right now, if nobody else 
has any questions of Mr. Andrus. We are ready for college housing 
right now. 

Any further questions? 

Senator Bennett. No questions. 

Senator SparKMAN. Thank you very much, Mr. Andrus. 

Now we will ask these gentlemen please to come around: Dr. Hurst 
Anderson, representing American Council on Education, he is presi- 
dent of American University here in Washington; Dr. E. B. Norton, 
president, Florence State College, Florence, Ala., representing the As- 
sociation for Higher Education; Dr. William E. Stevenson, president 
of Oberlin College, representing the Association of American Col- 
leges; and Dr. Wilson H. Elkins, president, University of Maryland, 
representing the American Association of Land-Grant Colleges and 
State Universities. 

If all of you gentlemen will come around and form a panel, we will 
proceed. 

Mr. Chairman, all right, Dr. Anderson. 


_ STATEMENT OF HURST R. ANDERSON, PRESIDENT, THE AMERICAN 


UNIVERSITY, WASHINGTON, D.C., ON BEHALF OF THE AMERICAN 
COUNCIL ON EDUCATION 


Mr. Anperson. I am Hurst R. Anderson of American University. 
[am appearing as a member and authorized representative of the 
committee on relationships of higher education to the Federal Govern- 
ment of the American Council on Education. 

The council membership includes 139 educational organizations and 
1,032 institutions, among them nearly all the accredited junior col- 
leges, colleges and universities in the United States. 

n order to save the time of the committee, I wish first to present 
for the record a comprehensive prepared statement justifying the 
recommendations which I plan to outline in my brief oral presenta- 
tion, which I think has been presented to the members of your com- 
mittee and should be in your possession and the possession of the 
secretary. This statement has the approval not only of the American 
Council on Education, but also of the three other national educational 
organizations represented here this afternoon: the American Associa- 
tion of Land-Grant Colleges and State Universities, the Associ» tion 
of American Colleges, and the Association for Higher Education of 
the National Education Association. 

Mr. Chairman, all of us are well aware that we are considering to- 
day what provision should be made for continuing the college housing 
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loan program for 2 full years. No additional funds were authorized 
in 1958 for the program, since Congress passed no housing bill at its 
last: session. 

Even though no funds were available, applications for additional 
loans were invited during the past 6 months by the President of the 
United States, and colleges and universities throughout the country 
have submitted such applications in good faith. Our recommenda- 
tions for authorization of additional funds, therefore, cover the 2- 
year period from July 1, 1958, to July 1, 1960. 

The experience during the last complete normal year, which ended 
June 30, 1958, demonstrates an urgent need for approximately $250 
million a year for dormitories. We agree with the administration, 
however, that in the current fiscal year, because of the lack of au- 
thorized funds during so large a portion of the period, the demand 
probably will not exceed § $200 million. The total for the 2- -year 
yeriod, therefore, should be $450 million, to which should be added 

$50 million for dining halls, infirmaries, and related facilities, since 
funds for this portion of the program have been exhausted. 

The recommended grand total of $500 million does not include pro- 
vision for hospitals, since this section of the program is outside the 
province of higher education. If $50 million were added for housing 
of student nurses and interns as provided in S. 57, the grand total 
would be $550 million. 

We note with gratification that S. 57 has no pr ovision changing 
the interest rate formula. The present formula is thoroughly justi- 
fied in theory and has had excellent results in practice. An explana- 
tion of these points is included in the comprehensive statement 
before you. 

We deplore the recommendations in the President’s budget message 
which, for all practical purposes, would terminate expansion of the 
program on June 30 of this year. 

I want to remind you that this is a period when the stress of enroll- 
ments is beginning to be most real and a time when we need to expand 
our facilities beyond anything we have accomplished within the last 
few years. I think you are all aware of the fact that this pressure is 
going to keep growing during the next decade, and to stop a program 
Ww hich i is just getting under way nicely at a time when we are just 
beginning to reach the crisis, to us seems, frankly, rather incredible. 

There is no justification whatever for discriminating against 
publicly supported institutions by making them ineligible for future 
loans. 

The proposed $100 million authorization to guarantee the taxable 
obligations of private institutions is merely an idle gesture. Since 
there has never been a default by a college or university on a housing 
loan from any source in the entire history of American higher educa- 
tion, a Federal guarantee is known to be unnecessary, and would have, 
so far as we can determine, no effect toward lowering the interest 
charged by private lenders. 

The only justification for this authorization is that it would tend 
to reduce the risk, and since there isn’t any real risk, we cannot see 
how it could be reduced by the authorization of this $1 million item. 

The proposed change in the interest formula is another in a series 
of annual attempts to destroy the program by making the interest 
charge prohibitively high. 
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We go into that in some detail in the written statement that is 
submitted to you. 

If the interest rate were increased according to the proposed 
formula, even the $54 million offered for new loans in fiscal 1960 
might. well be more than the colleges could afford to make use of. 

We strongly urge, therefore, that the recommendations in the 
President’s budget message be rejected, with the single exception of 
the $200 million additional authorization of funds for fiscal 1959, 
which is included in our general recommendations made above. 

Mr. Chairman, besides urging continuation of the present college 
housing loan program at the level of effectiveness achieved in fiscal 
1958, we advocate the establishment of a new program of loans for 
classroom buildings and other academic facilities, as set forth in S. 57. 
However, we recommend an initial authorization of funds for this 
program at the level of $250 million as provided in S. 194, rather 
than the smaller sum provided in S. 57. 

We have evidence from careful studies that in order to provide for 
a doubling of enrollment in the next decade, which is our problem, 
and the problem of all of us together, American institutions of higher 
learning will need to spend at least as much on academic buildings as 
on housing. 

Allowing for the inevitable lag in setting up a new program, we are 
confident that the demand for loans for academic buildings will very 
soon be as great as that for housing loans. 

If we are wrong, the authorized funds can be stretched over a longer 
period; if we are right, and the authorized funds are inadequate, 
the lost construction time can never be made up. 

Mr. Chairman, I have sketched our general recommendations with 
a minimum of elaboration. My colleagues here will present discus- 
sions of several issues that we consider to be especially important. 

May I emphasize that we come before you as a group for two 
purposes : to urge the continuation of the college housing loan program 
at a level of demonstrated effectiveness, and to recommend the estab- 
lishment of a parallel but separate program for classrooms, labora- 
tories, and other academic facilities. 

We ask favorable consideration of these proposals in the name of 
the youth of this country who in future years will be qualified for 
college education, but will be denied it, unless every agency in our 
society that can offer support provides that support in full measure. 
It is essential that the Federal Government continue to do its part— 
not more, of course, but at least its part. 

Senator Sparkman. Your additional statement will go in the record 
at this point, 


(The statement referred to follows :) 


ADDITIONAL STATEMENT ON THE COLLEGE Hovustna LOAN PROGRAM AND PROPOSED 
LOANS FOR ACADEMIC FACILITIES 


By Hurst R. Anderson, president, the American University, Washington, D.C., 
representing the American Council on Education, American Association of 
Land-Grant Colleges and State Universities, Association for Higher Education, 
National Education Association, Association of American Colleges 


Mr. Chairman and gentlemen of the committee, I am Hurst R. Anderson, presi- 
dent of the American University. I should like to file a supplementary state- 
ment in connection with the need for continuation of the college housing loan 
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program and the start of a program of loans for classrooms, libraries, and 
laboratories. On this occasion I have the privilege of representing the American 
Council on Education, the American Association of Land-Grant Colleges and 
State Universities, the Association for Higher Education of the National Educa- 
tion Association, and the Association of American Colleges. 

Mr. Chairman, the college housing loan program since 1950 has provided 
essential expansion of 650 campuses, in 47 of the 49 States plus Hawaii, Puerto 
Rico, and the District of Columbia. As of June 30, 1958, the colleges under 
this program had completed, or had under construction 138,890 living units to 
Serve men and women students, student families, and ‘a:limited number of 
faculty members. In addition, funds as of that date had been reserved or ap- 
proved for 77,237 more units. While this total of approximately 216,000 living 
units will serve less than 7 percent of the current college enrollment in the 
United States, these units represent an essential expansion which, for the most 
part, we are convinced, would not have taken place without the coHege housing 
loan program. Im view of the rapid grewth of our student population, and in 
consideration of the new demands being made upon education by reason of sig- 
nificant developments in science and on the international scene, we ask that 
the present program be continued with additional funds adequate to the task. 

The record of achievement is evidence that the college housing loan program 
was wisely conceived by the Congress in 1950. Under the revision adopted in 
1955 the program was brought to its present high degree of effectiveness and 
into the period of its greatest productivity. When we consider the demands 
of 1959 for a high quality of education and for facilities to serve steadily in- 
creasing numbers of students, this program today is more than ever essential to 
the security and welfare of the Nation. 


REQUESTS FOR ADDITIONAL FUNDS 


Mr. Chairman, the demand for college housing loans continues to be strong. 
Reservations of funds in the fiscal year ending June 30, 1958, totaled $235 mil- 
lion. And:even though no additional funds’ were previded for fiscal 1959, the 
institutions continued to make application for loans totaling $82,896,000 in the 
first 6 months of the current fiscal year, which is at the annual rate of ap- 
proximately $166 million. There can be little doubt that if additional funds 
had been actually available, rather than hoped for, applications would have 
been made at a rate appreciably higher. 

Since the organizations which I represent are sure that, if funds are made 
available the demand for loans not only will continue but will almost certainly 
increase, we recommend that adequate additional funds be authorized. 

The experience during the last complete normal year, which ended June 30, 
1958, demonstrates an urgent need for approximately $250 million a year for 
dormitories. We agree with the administration, however, that in the current 
fiscal year, because of the lack of authorized funds during so large a portion of 
the period, the demand probably will not exceed $200 million. The total for the 
2-year period should be $450 million, to which should be added $50 million for 
dining halls, infirmaries, and related facilities since funds for this portion 
of the program have been exhausted. The recommended grand total of $500 
million does not include provision for hospitals, since this section of the program 
is outside the province of higher education. 

Our recommendations, you will note, are conservative, being based upon what 
we believe the minimum use of funds to June 30, 1960, will be. In the light of 
expanding needs, however, the higher authorizations may well be quite realistic, 
and entirely in order. Indeed the colleges and universities would be in better 
position to plan their expansion programs if the available funds each year were 
not so limited, and so often on the verge of exhaustion. Certainly there is no 
danger to the Government even if authorized funds exceed the actual need in 
a fiscal year, because no money is expended except upon proper application by 
the institutions, and after careful scrutiny by Government representatives. 

You will note that, as representatives of the colleges and universities we have 
not considered it appropriate to offer a recommendation as to the hospital pro- 
gram. We do strongly recommend and endorse, however, reservation of the ad- 
ditional $50 million for college student dining facilities, infirmaries, and other 
health facilities. The original $100 million reserved for these purposes in 1955 
has now been exhausted. Since this program makes possible an expansion. of 
student services vital to the colleges, the additional authorization of $50 million 
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in this category is one of our major concerns. Additional information on this 
subjeet has been supplied to the committee today in a statement from the Associa- 
tion of College Unions. 


THE INTEREST RATE FORMULA 


Mr. Chairman, we wish to emphasize that the continued success of the college 
housing loan program is heavily dependent upon the continuance of the present 
interest rate formula, adopted in 1955. The administration, we are concerned 
to note, proposes for the fourth straight year the adoption of a new interest rate 
formula which would have the effect of making the colleges and their students 
pay a Substantially higher interest cost. The increase would be approximately 
1144 percent, raising the rate from 2% percent to 4 percent. While this at first 
glance may seem not too great a change, we are convinced that it would have 
most serious implications for the program. 

You may recall that in 1957 the council presented in its testimony the findings 
of the report, “Financing of College and University Permanent Housing,’ pre- 
pared by Dean Arthur M. Weimer, of the school of business, Indiana University, 
and by his colleague, Prof. John D. Long. The Weimer report, which has been 
widely recognized as a useful contribution to the study of college finance, showed 
what happened when the college housing interest rate was reduced, effective 
August 1955, from 3% to 234 percent by adoption of the present formula. In 
the year prior to this reduction, when the rate was still 34%, percent, there were 
only 126 applications for loans totaling $98,650,000, but in the year after the re- 
duction to 2%4 percent there were 402 applications for loans totaling $429,709,000. 
It seems reasonable to assume that if the reduction of one-half of 1 percent 
brought such a rapid rise in demand for loans in 1955, an increase at this time 
of 14% percent might bring a considerable drop in applications. The “Weimer 
Report” supports this assumption by showing in table VIII-—1 that if the college 
loan interest rate were increased to as much as 3% percent, 68 percent of the 
colleges responding believed it would be necessary to withdraw their applica- 
tions for funds. It is reasonably clear, then, on the basis of what has happened 
in the past and on what college officials say about the ability of their institu- 
tions to pay in the future, that the effect of such an interest rate advance as is 
proposed would be to block much of the expansion urgently required if we are 
to meet student needs which concern us all. 

The demand for a change in the college housing interest rate seems to be 
based primarily on the charge that the present formula involves a subsidy. It 
is our position that the present formula, based on the average rate of interest 
on all Government securities, plus one-fourth of 1 percent for administration, 
was adopted by the Congress in 1955 as fair and equitable. The success of the 
formula led to its continuance by the Congress until now. We submit that 
clearly this formula constitutes no more of a subsidy in 1959 than it did in 1955, 
1956, 1957, and 1958, and that it should not be changed. 

One of the arguments offered against the formula is that since college loans 
are for 40 years, their interest rate should be based on the average of Govern- 
ment loans extending 15 years or more. This argument, it seems to us, suffers 
from serious over-simplification. When the Treasury floats a long-term bond 
issue, the entire load comes due at the maturity date. College housing loans 
are of a different type, in that portions of the principal are repaid at regular 
intervals before the final maturity date. In effect, therefore, these loans are 
combinations of loans of varying terms, some quite short. Hence there is strong 
logical justification for the present formula, which ties the interest rate to the 
nee rate for all interest-bearing obligations of the United States, short and 
ong. 

The demand for a new and higher interest rate charge against the colleges 
is not justified by a close look at the record. In fact the history of this program 
demonstrates that a temporary rise or fall in the general interest rate does noth- 
ing to destroy the validity of the present interest rate formula. 

Under the current formula the college housing program started out in 1955 
with a rate of 2.75 percent (2.50 plus .25) which was the minimum rate, or in 
effect a floor rate. Actually, however, if the rate had been based on calculation 
of the average rates of all Government securities at that time, it would have 
been only 2.601 percent (2.351 plus .25). Thus the colleges in 1955 were in fact 
paying an interest rate which afforded the government a small profit. If in 1956 
and 1957 the general level of interest rates instead of going up had gone down, 
then the Government profit from the college loans would have increased, and I 
am sure the colleges would not have complained. As it happens, however, gen- 
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eral interest rates went up, with the result that the average rate paid by the 
Government for its loans came up to the floor rate of 2.75 being paid by the eol- 
leges, and continued to rise. Under the formula now in use the college rate 
was adjusted upward to the rising average Government rate in July 1956 to 
2% percent, and in 1957 to 3 percent. But on July 1 of 1958, when the average 
Government rate showed a decrease, the college rate was adjusted down to 2% 
percent, again giving a fair reflection of what the Government pays for its money, 
Thus the record demonstrates, we believe, that the formula adopted in 1955 has 
provided adequate protection to the Government, and has been effective in en- 
couraging construction of the student housing which is essential to the welfare 
- and strength of the Nation. We submit that the formula is quite as good today 
as when it was adopted in 1955, and that it should be retained. 


PROPOSALS FOR FEDERAL GUARANTIES 


Again this year there are proposals for a new program of Federal guaranties 
of taxable bonds of private educational institutions to aid in financing housing 
and other educational facilities as defined in the existing act. It should be 
noted that this is designed solely to help the private institutions, since the income 
from bonds of public institutions is generally exempt from Federal taxation. The 
Council’s Committee on Relationships of Higher Education to the Federal Goy- 
ernment discovered after inquiry, however, that few institutions believe this plan 
would be of benefit. The Committee therefore decided not to endorse the 
proposal. 

PROPOSED EXCLUSION OF PUBLIC INSTITUTIONS 


Mr. Chairman, our group of organizations, representing both private and 
public institutions, is particularly concerned to note the President’s recommenda- 
tion that the public colleges and universities henceforth should be excluded from 
the college housing loan program. The very fact that, as the President points 
out, about 60 percent of the demand for these loans has come from public insti- 
tutions in recent years, is substantial evidence of the continuing need. It seems 
to us very clear that the enormous responsibilities of American education today 
require the full and vigorous participation of all our institutions, and we find it 
unthinkable that the public colleges and universities should be barred from this 
successful and highly essential program. 

In summarizing our position on the college housing loan program, Mr. Chair- 
man, let me say that we consider it a prime investment in the future of the 
Nation. The program is building the dormitories for our promising young men 
and women, it is costing the taxpayer nothing, and we believe it merits contin- 
uance in its present effective pattern of operation. 


LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


Coming now to the important new area of concern recognized in S. 57 and 
S. 194, let me say that the American council and the other groups here repre- 
sented have for some years been studying the need for a new program of assist- 
ance to institutions of higher learning for the construction of academic facilities 
of the kinds they require to meet their educational objectives. This would in- 
clude classrooms, laboratories, libraries, and related facilities. The council's 
committee on relationships of higher education to the Federal Government 
recommended early in 1958 that the Federal Government should move promptly 
to strengthen higher education by assisting the institutions to “expand and 
improve academic facilities.” 

All of us realize, of course, that the issue can be met with true wisdom only 
when the dimensions of our requirements are known. Accordingly the council, 
in an effort to get the facts as to needs for expansion of facilities in higher 
education between 1958 and 1970, asked Dr. John D. Long, of the school of 
business, Indiana University, to make an appropriate study. A copy of his 
findings has been placed in the hands of each member of your committee, but I 
should like to summarize his findings here briefly. ; 

Dr. Long and his associates at Indiana University have prepared two basic 
estimates of the amount of money needed by colleges and universities in the 
United States to develop a physical plant (buildings and service equipment) of 
minimum adequacy to accommodate all the qualified students who will seek 
admission in 1970. They have been cautious and conservative, making allowance 
for the probability that we shall develop improved use of space and more efficient 
methods of teaching. 
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In the first estimate, based on expansion and replacement for existing insti- 
tutions only, with no allowance for the acquisition and development costs of 
land, the cost in terms of March 1958 construction dollars would run from a 
high of about $15 billion to a low of about $12 billion, depending on different 
projections of enrollment. Of these amounts, about two-thirds, $11-$9 billion, 
would be for other-than-residential facilities. 

In the second estimate, based on plans prepared by various States for meeting 
their own long-run needs in higher education, we find that plant requirements 
for minimum adequacy, including the establishment of some new institutions, 
will run from a high of $14 billion to a low of $11 billion, depending likewise on 
different projections of enrollment. Here also about two-thirds of the cost, 
$9-$7 billion, would be for other than residential facilities. 

Thus, we find that the cost of minimum adequacy in academic facilities from 
1958 until 1970 will run from a high of about $11 billion to a low of more than 
$7 billion. Such a construction program over a period of 12 years clearly is far 
beyond the present resources of the institutions. Even with all available local 
and private sources doing their utmost it is our opinion that minimum plant 
expansion will require the substantial supplemental aid of the Federal Govern- 
ment. The judgment of the institutions and of the organizations representing 
them here is supported by extended investigations by important independent 
agencies such as the President’s Committee on Education Beyond the High 
School and the Rockefeller Brothers Fund. 

This being a new program, we have no experience upon which to base our 
judgment as to the amount of Federal loans for this purpose which would be 
borrowed in the first year by the institutions. Their response will be governed 
chiefly, one may assume, by their projected needs and by their anticipated reve- 
nue from various sources with which to amortize the long-term loans. In con- 
sidering an amount necessary to get the program off to a minimum start, how- 
ever, we propose $250 million as provided in S. 194, rather than the smaller sum 
in 8. 57. 

Mr. Chairman, a program of loans for academic facilities, added to the new 
program of support for graduate study provided in legislation passed last year, 
would constitute a major breakthrough for this Nation toward its needs in 
higher education. Institution after institution is looking for this kind of direct, 
practical, economical assistance in order to expand the preparation of good 
minds for useful careers in all areas. We urge you to give the most earnest 
consideration to this new program based solidly, we believe, on the successful 
experience of the Government and the colleges with the college housing loan 
program. 


Senator SparkMAN. Thank you, Dr. Anderson; now, who is next on 
the panel ? 

Dr. Elkins is going to speak next. Dr. Elkins, we will be glad to 
hear from you. 


STATEMENT OF WILSON H. ELKINS, PRESIDENT, UNIVERSITY OF 
MARYLAND, COLLEGE PARK, MD. 


Mr. Evxins. My name is Wilson H. Elkins and I am president of 
thé University of Maryland at College Park. My testimony en col- 
lege housing 1s on behalf of the American Association of Land-Grant 
Colleges and State Universities and the State Universities Associa- 
tion. On proposed loans for academic facilities I speak only for the 
Land-Grant Association, and the State Universities Association will 
submit a separate written statement to the chairman for the record. 

The American Association of Land-Grant Colleges and State Uni- 
versities has 70 members, of which 68 are land-grant institutions. The 
State Universities Association has 24 members—all non-land-grant 
State universities. Together, members of the two associations enroll 
one-fourth of all students in degree-granting institutions in this coun- 


try, and their members grant 55 percent of all advanced degrees at 
the doctoral level. 
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My testimony today is on 8. 57, introduced by Senator Sparkmay 
and others; on S. 94, introduced by Senator Clark and others; and 
on the proposals contained as to college housing in the President's 
budget message, which had not been introduced in legislative form at 
the time this testimony was prepared. 

I should first like to discuss the college housing loan features of 
the proposed legislation, and administration recommendations; then, 
separately, to discuss proposals for loans for academic facilities, 

S. 57 proposed a $400 million increase in the authorized loan 
amounts under the college housing loan program, of which $50 million 
could be used for facilities related to housing; and $50 million for 
housing for student nurses and interns. It involves retention of the 
present interest-rate formula. 

The President’s budget message proposes a $200 million increase in 
the authorized loan amounts; a change in the formula for figuring 
the interest rate which would increase that rate substantially ; barring 
of public colleges and universities from the program; and the termi- 
nation of the program after the proposed funds are used up. It is 
suggested that some alternative program will be proposed, but we do 
not know what it will be at this time. 

Mr. Chairman, let me first say what we are for: The two associa- 
tions which I represent favor an increase in the amount of new loan 
authorization for college housing and related facilities by at least 
$500 million, of which $50 million should be authorized for use for re- 
lated facilities, such as dining halls and the like. 

If the committee decides to expand the authorization for housing 
of student nurses and interns by $50 million, this should be added to 
the above, for a total of $550 million. 

This will give an adequate program for the current fiscal year and 
for fiscal year 1960. If a substitute program is offered by the ad- 
ministration, it can be considered on its merits and appropriate ac- 
tion taken by the Congress at that time. Early action is essential be- 
cause many colleges and universities are waiting to go ahead with 
building on the basis of loan applications which were filed during the 
first half of the current fiscal year, and cannot be finally approved un- 
til funds are available. 

What we are against: We are opposed to the change in formula for 
determining interest rate proposed in the President’s budget mes- 
sage. This committee has heard this question argued many times. 
We do not feel that the present interest rate constitutes a subsidy. 
The reasons as given by competent economists appear in the records 
of hearings of this committee and are convincing. 

We are, of course, emphatically opposed to the exclusion of public 
colleges and universities from the college housing loan program as 
proposed in the President’s budget message. 

a Chairman, this to us, is an amazing, not to say shocking, pro- 

sal. 

The budget message attempts to justify it on the ground that public 
colleges and universities, through issuance of tax-exempt securities, 
can command an interest rate sufficiently low to meet their needs. 

In the first place, Mr. Chairman, the obligations of public colleges 
and universities command varying interest rates in the market. 
Some are able to get especially favorable rates because of local and 
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regional money market conditions. Others must go into distant mar- 
kets and pay higher rates. 

The point is that if a public college or university can obtain rates 
and conditions as favorable, or even approximately as favorable, as 
the Federal loan rate, they will do so. If they cannot do so, there 
is no reason under the sun why they should be barred from partici- 
pating in a Federal, public, national program to aid in meeting the 
pressing needs of higher education. 

There are two major factors involved in determining the useful- 
ness of a college housing loan program. One is the interest rate, 
the other the length of the loan period. Until the enactment of the 
Federal college housing loan program, private lenders seldom were 
willing to make loans for more than a 15-year period. Making stu- 
dents pay off in 15 years the debt on a facility which may have a 
useful life of 50 or more years is unreasonable, and substantially 
increases the cost to the student of getting an education. The avail- 
ability of long-term Federal credit has, for whatever reasons, been 
accompanied by a willingness on the part of many private lenders 
to extend long-term cell The exclusion of public colleges and 
universities from the program would thus have a double effect: It 
would deny them the benefit of the interest rate if their circum- 
stances are such that it would be helpful to them; and it would 
tend to reduce the prospect of their getting long-term credit needed 
to spread amortization costs over several generations of students 
and thus keep down the charges to any one group. 

Mr. Chairman, all the land-grant institutions were founded and 
encouraged by Federal action. Most of the non-land-grant State 
universities received Federal land allocations and other forms of 
Federal encouragement for their founding. 

We in the public universities willingly concede that nonpublic col- 
leges and universities perform a great public and national service 
through their educational programs. 

From the beginning, we have supported their inclusion in the 
college housing loan program. But at the same time that we recog- 
nize and commend the public benefits stemming from nonpublic in- 
stitutions, it is more than a little difficult to grasp the logic of a 
proposal that the National Government consider public institutions 
as nonpublic for its purposes; and consider nonpublic institutions 
public. Where and why did it originate? 

It did not originate in private higher education, this we know; 
and*to this our colleagues representing nonpublic higher education 
can testify. If it represents an attempt to encourage division in 
higher education and in support of this program, it has failed, and 
it deserved to fail. 

We are also, of course, against the substantial termination of the 
housing loan program at the end of this fiscal year. We will be 
glad to consider any program that is proposed, and if we feel it is 
an improvement over the present program, to support it. But we 
do not believe that Congress Sioehd take any action to impair either 
the present or future status of the existing program until a better one 
ls enacted into law. At that time—if it comes—appropriate action 
can be taken on the present program. 
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Now, academic facilities loans: In this portion of my testimony | 
speak only for the American Association of Land-Grant Colleges and 
State Universities. This association favors the institution of a 
Federal program of loans for academic facilities in both public and 
nonpublic institutions, and a resolution to this effect was adopted at 
our national convention last fall, at which all member institutions 
were represented by delegates. 

I would be less than candid, Mr. Chairman, if I failed to report 
. that some of our member institutions have some reservations about 
the effect of such a program in some States. 

We have accepted the necessity of financing dormitory expansion, 
for the most part, on the basis of charges to students. We do not 
believe that students should pay the cost of academic facilities in 

yublic universities. We believe that this is the responsibility of the 
state. 

Many States have constitutional prohibitions against State-guar- 
anteed debt. Dormitory loans may in those States be financed by a 
pledge of revenues. Academic facilities may not be financed on a loan 
basis without the pledge of specific revenues. Here is the rub: Some 
of our people are fearful of a tendency toward “shoving it off on the 
students,” by insisting that their fees be raised to cover the financing 
of classrooms and laboratories. 

It would be a most unhappy situation if this developed. However, 
many public institutions are in position to finance facilities loans from 
other sources without increasing student charges; and the program 
would benefit a great many private institutions. 

For these reasons, we endorse it. 

Mr. Chairman, the actions of this committee and the Congress havé 
been of great assistance to the colleges and universities in expand- 
ing their facilities to meet the rapidly increasing need for them. 

We appreciate past actions, and simply urge that adequate provision 
be made for the future needs of a program which has been tested by 
experience and found to be good. 

Thank you very much. 

Senator Sparkman. Thank you, Dr. Elkins. Dr. Stevenson. 


STATEMENT OF WILLIAM E. STEVENSON, PRESIDENT, OBERLIN 
COLLEGE, ON BEHALF OF THE ASSOCIATION OF AMERICAN 
COLLEGES 


Mr. Stevenson. Mr. Chairman, and gentlemen, I am William E. 
Stevenson, president of Oberlin College, Oberlin, Ohio, and a member 
* the Commission on Legislation of the Association of American 
olleges. 

I am appearing before you on behalf of the association, which, as 
you know, is the national organization of colleges of liberal arts and 
sciences and includes in its membership of 778 institutions nearly 
all the accredited liberal arts colleges and universities of the United 
States. 

The members of my association have a compelling interest in the 
college loan program. A high proportion of them have received or 
applied for loans under the program for badly needed additions 
to their dormitory and dining hall facilities. 
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Without the help furnished by the program, many of them would 
have been unable to meet the demands made on them by the growing 
numbers of young men and women seeking a college education, or 
to replace existing substandard facilities. ; 

The substance of what we have to say is contained in the written 
statement laid before you in the name of all four of the educational 
organizations represented here before you now. It has been sum- 
marized for the committee by my colleague, President Anderson, and 
[shall not take up your time with idle repetition. 

There is just one item, however, in the proposals before the com- 
mittee on which I should like to add a brief comment, as my associa- 
tion has not previously taken any official position on this particular 
subject. 

I refer to the proposal embodied in Senator Clark’s bill, S. 194, to 
extend the scope of Federal loans to academic as distinct from resi- 
dential buildings. 

At our annual meeting held in Kansas City, Mo., just 3 weeks ago, 
the following resolution was unanimously adopted (it has the virtue 
of being short) : 

Be it resolved, That the Association of American Colleges, which has re- 
peatedly supported the college housing program, now urge upon the Congress 
of the United States the immediate need for adequate appropriations for the 
further implementation of the program within the prevailing interest formula 
as provided in the existing law— 
and then espectally this: 


Be it further resolved, That the association urge the Congress to extend the 
loan proeram to cover the erection of other kinds of educational facilities. 

Our reason for adopting the second part of this resolution is quite 
simple. The Federal housing loans have been a godsend to our col- 
leges but, after all, the housing and feeding of students are merely 
incidental to the business of teaching them. 

It would be worse than useless for us to increase the numbers of 
students for whom we can furnish dormitory and dining accommoda- 
tions without making sure that we have the classroom and laboratory 
facilities necessary for their education. 

But the provision of adequate classrooms and laboratories, not 
only to handle increased numbers but also to improve teaching and 
operate more efficiently, may put as severe a strain on an institu- 
tion’s resources as does the erection of new dormitories. 

We recognize of course that a loan for the construction of an 
academic building is not self-liquidating in the same sense in which 
a dormitory or dining hall built with the aid of a loan produces 
revenue that can be directly applied to amortization. 

For this reason we have been somewhat hesitant about advocating 
Federal loans for academic buildings. But we are faced with the fact 
that the total need for increased academic facilities is so large that it 
cannot be met from local and private sources, except at inordinate 
expense or with intolerable delay. 

If our colleges and universities are to provide higher education on 
the scale and of the quality that the Nation expects, we have no choice 


but to turn to the Federal Government for assistance in one form or 
another. 
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The merit of this particular measure, S. 194, as we see it is that it 
does not substitute Federal aid for private and local support but 
simply makes use of Federal resources to facilitate timely action and 
leaves the way clear for the ultimate cost to be met from local sources 
through contributions for the amortization of loans. 

It should also be pointed out that, in some cases, academic—as dis- 
tinct from dormitory and dining hall—buildings can be amortized 
in whole or in part by tuition from an increased number of students 
who will receive direct benefit from new or improved facilities. 

I understand that one of our members is already discussing with 
local business leaders a plan under which they would undertake to 
meet the cost of much-needed laboratory facilities by means of regu- 
lar gifts over a period of years, if a Federal loan becomes available 
to cover the initial cost of the building. 

As an association of both public and private colleges, we are aware 
that loans for nonincome-producing buildings may present special 
problems for some of our publicly supported members. But we wish 
to make it clear that as a matter of principle we have the strongest ob- 
jection to any group of institutions being excluded from any of the 

venefits of the program solely by reason of their form of governance, 

We believe that the justification of a college loan program lies in 
its contribution to the national interest, and that that interest requires 
the program to be open to all types of colleges and universities with- 
out discrimination. 

We hope that this committee will be as sympathetic to our case as 
the Senate has consistently shown itself for the past 4 years. 
Senator Sparkman. Thank you, Dr. Stevenson. 

Dr. Norton. 



























STATEMENT OF E. B. NORTON, PRESIDENT, FLORENCE STATE 
COLLEGE, FLORENCE, ALA.; ASSOCIATION FOR HIGHER EDUCA- 
TION, NATIONAL EDUCATION ASSOCIATION 






Mr. Norron. Mr. Chairman, and gentlemen of the committee, I am 
E. B. Norton, president, Florence State College, Florence, Ala. 

I am appearing today as the representative of the Association for 
Higher Education, which is the college and university department 
of the National Education Association. 

The Association for Higher Education is a national professional 
organization concerned with all phases of higher education. Individ- 
ual membership is open to administrative and teaching staffs of all 
types of publicly and privately supported institutions. 

Present membership of the association is composed of approximately 
16,000 individuals from more than 1,500 colleges and universities, 
located in all 49 States and the District of Columbia. 

As has previously been explained by the preceding witnesses, the 
Association for Higher Education is joining with the American Coun- 
cil on Education, the American Association of Land-Grant Colleges 
and State Universities, and the Association of American Colleges in 
presenting for the record a combined statement representing the views 
of our respective organizations. In this statement the Association 
for Higher Education joins with our colleagues in support of new 
loan authorizations cotaling $500 million, covering 2 fiscal years, for 
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college housing and related facilities, as well as the proposed new 
legislation providing for a Federal-loan program of $250 million 
for institutions of higher learning for the construction of academic 
facilities, such as classrooms, laboratories, and libraries. 

Senator Futsricur. Dr. Norton, do I understand you recommend 
$500 million for dormitories plus $250 million for academic facilities, 
isthat what you say ? 

Mr. ANDERSON. Yes, sir. 

Senator SparKMAN. That is for the balance of 1959 and for 1960. 

Senator Bennett. Isn’t that for nursing ¢ e 

Senator Ciark. Are you gentlemen taking a position on nursing 
and interns? bp 

Mr. Norton. We take no position, but we understand it 1s in- 
cluded in one of the bills. 

Senator CiarK. This is not a torch you bear. 

Senator Benner. You are asking for a total of $800 million. 

Mr. ANperson. That is right. 

Senator Bennett. Each year for 2 years. 

Mr. Anperson. No. 

Senator Bennerr. For 2 years, $400 million a year, average over 
the next 2 years, to make a total of $800 million. 

Mr. ANpDeRsON. Yes, sir. 

Senator SparKMAN. I believe that figure is $750 million ; $50 million 
is included in the $500 million ? 

Senator Bennerr. According to Dr. Anderson, $50 million to be 
granted for housing and student nurses and interns—— 

Mr. Anperson. Senator, understand that is for 2 years, $250 mil- 
lion for classroom buildings is for 1 year, and if you multiply that 
by 2, you get the amount for a 2-year period. 

Senator Bennett. We are talking about $1,050 million, if you got 
the maximum for which you have asked. 

Mr. AnpERSoN. Not quite. 

Senator Bennett. I want to get it straight. I am not trying to 
make trouble. I thought it was $550 million to last for 2 years, and 
$250 million to last for 2 years, but you say the $250 million is for 
1 year only ¢ 

Mr. Anperson. That is correct. 

Senator Bennerr. So if you have $250 each year for 2 years, that 
becomes $500 million and the total, you are talking about, is $1,050 
million for 2 years. 

Mr. Anperson. Senator, that isn’t quite accurate for the following 
reasons: We are proposing $250 million for classroom facilities for 
the first year of the program, assuming that, if we should have $50, 
$75 or $100 million left over, the request for the following year would 

less, so it isn’t quite fair to take $250 million and double it. You 
see, we are all in the position of trying to find the way to do the job: 
We are making one suggestion, and that is, that if we start out with 
this appropriation, and permit the colleges to make applications for 
loans to build buildings, we may exhaust that amount. We may not 
exhaust that amount, we may need more, but our experience of the 
first year would tell us what to do the second. 

Senator Bennetr. Looking forward to the explosion that you have 
been talking abouut, you believe your need will be less rather than 
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Mr. AnpErson. Our assumption is, sir, the need will be far in ex- 
cess of this, that this is only what we assume might be a fair portion 
for the Federal Government to assume. 

Senator Bennett. So in order to get into the door on this academic 
program, your figure for the first year, $250 million, might not be 
quite that much. For the second, third, fourth, fifth or extending in 
the future, it will be much greater. 

Mr. Anperson. It will be greater in this sense, the need will be 
greater. But we are all well aware that this need has to be met by 
many sources, and not just one. We are not assuming for a minute 
that the Federal Government would meet all the needs. 

Senator Bennerr. But are you assuming that the Federal Govern- 
ment’s share of the need will be less in the future ? 

Mr. Stevenson. This is on a loan basis, Senator. 

Senator Bennerr. But we have to appropriate the money and get 
it either from the taxpayer or buyer of Government bonds. Whether 
we loan it to you, or give it to you, we still have to get the money. 
Over the next 2 years your needs will be no less than $800 million, 
which is $550 million, plus $250 million, and 

Mr. Anperson. That is our assumption. 

Senator Bennerr. That is the minimum and if the need on class- 
room facilities is the same the second year as the first, it will be a 
billion dollars or more. 

Mr. Anperson. We haven’t said more. You have said more. 

Senator Bennett. Well, a billion dollars and 50, that is more. 

Mr. Norton. We would not turn it down. 

Senator Bennett. I don’t think you would. 

Senator Crarkx. Mr. Chairman, could I ask a question ? 

Senator SparKMAN. Senator Clark. 

Senator CrarK. It seems to me of the greatest possible importance 
that everybody then appreciate that every cent loaned will be paid 
with interest to the Federal Government and won’t cost the taxpayer 
in the long run 1 cent. 

Mr. Anperson. We will amplify that at length. 

Senator SparKMAN. We will let Dr. Norton finish his statement. 

Mr. Norton. That is all right, Mr. Chairman; we don’t mind. We 
want to get the figures straight the same as members of the committees 
do. It is my understanding that the proposal as it has been made for 
the academic facilities, however, would not begin anyway in fiscal 
1959, but not until fiscal 1960; so possibly that would clear that 
part up. 

At the beginning of the few remarks which I plan to make, I feel 
compelled to enter a protest at one startling recommendation found 
in the President’s budget message delivered on the 19th of January. 

The following is a quotation from page 289 of the President’s 
message: 

For 1960, major changes in the college housing program are recommended. 

Public institutions would be made ineligible for Federal loans. 

Entirely aside from the discriminatory nature of the idea of exclud- 
ing public institutions from public funds, one simple consideration 
should suffice to show the unfairness of this proposal. By general 
knowledge and common consent it is expected that the public institu- 
tions will carry the major part of the unprecedented increases in college 
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enrollment during the next decade. This is already taking place. In 
view of this obvious fact, it seems strange indeed that the public insti- 
tutions would be made ineligible for this loan program when these 
institutions have already accounted for an estimated 60 percent of 
the present loan commitments, according to the President’s own 
message. 

It was just 5 years ago that Ronald B. Thompson, of Ohio State 
University, speaking at the annual conference on higher education, 
warned that the U.S. college population would double in a decade. 
This year’s enrollment is far ahead of predicted timetables (in fact, in 
the fall of 1959 it was half a million more than was anticipated as 
enrollment for 1960) and the great increases are still ahead of us. 

Fortunately, in 1955, the Congress, without a dissenting vote re- 
corded, passed the college housing loan program amendments and thus 
helped make college education possible for many thousands of Ameri- 
can youth, as you know. 

During the past 5 years several estimates and studies have been made 
of the needed expansion of building facilities for colleges and uni- 
versities. Reference has already been made to the American Council 
study, by Prof. John B. Long, of Indiana University, which was 
presented to this committee last year. Consistently, these studies all 
show the magnitude of the task ahead. 

Supplementing and further confirming the data already presented 
by other representatives, I should like to report on a later study. 
This report is just now being completed by the Division of Higher 
Education of the Office of Education, of the Department of Health, 
Education, and Welfare. On the basis of projection of the in- 
creases in enrollments during the next 10 years, the study indicates 
that the colleges should spend a total of $4434 million for college 
housing facilities and $5,900 million for academic facilities, totaling 
$10,334 million. 

This total does not include an estimate for the replacement of 

obsolescent buildings. If this is to be included, as it should be, 
there should be added, according to Professor Long’s study, the 
amount of $3,200 million to cover the replacement factor for the 
same period of 10 years, totaling $13,534 million. 
_ There can be no doubt that the need to strengthen higher education 
is one of extraordinary proportions and that to meet it, extraordi- 
nary efforts will be called for by individuals, organized groups, cor- 
porate interests, and private philanthropy, as well as by local, State, 
and national governments. What is before this committee is only 
a part, though a very significant part, of the whole job of develop- 
ing enough Guliaiiate to cope with the total crisis which is before 
us and which threatens our very survival as a great nation. We 
must see that our young men and women have opportunity for 
quality education at the higher levels so that they can help all of 
us deal successfully with the increasingly complex problems of the nu- 
clear age during a period of cold war. 

I feel confident that the Congress recognizes the need for this 
legislation and that appropriate action will be taken. 

Thank you. 

Senator Sparkman. Thank you, Dr. Norton. 

Senator Fulbright ? 
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Senator Futsrient. Dr. Norton, I want to thank all of you gentle- 
men, but I would like to take this opportunity to congratulate the 
President of the University of Maryland. I read in the papers 
that he is insisting upon retaining academic standards at his institu- 
tion and that is a very encouraging development. 

Senator Bratt. What did you say? 

Senator Fu.sricut. I want to congratulate him, I hear in the 
papers he is insisting on maintaining high academic standards in 
that institution. That is a most unusual attitude for a college presi- 
- dent to take these days. 

Senator Bratt. We are very grateful in Maryland for the posi- 
tion taken by Dr. Elkins. 

Senator Futgricnt. I congratulate you. 

Senator Beaty. We are very grateful for it in Maryland. 

Mr. Norron. Did you know the students approved that also? 

Senator Fursrienr. According to the papers the students ap- 
proved it. Apparently the only trouble is, it is the alumni that 
bothers these institutions. 

Mr. Evxtins. Thank you very much, Senator. I may need some 
encouragement. 

Senator Fursricut. I gathered you might need some. 

I want to be sure that we didn’t confuse ourselves. I may say that 
it is a little bit unusual to make these requests on 2-year periods. Our 
customary request is for 1 year. We feel very fortunate if we can get 
a 1-year appropriation for any kind of education out of the Congress. 
I think that is what startled everybody, that you asked for a 2-year 
appropriation. 

What it amounts to is $250 million a year for housing, is that cor- 
rect ? 

Mr. Anverson. Correct. 

Senator Fursrient. You are not advocating it, you are merely 
calling attention to the fact that you have heard that $50 million 
may be added for nursing, but that is not a matter that you are for or 
against ? 

Mr. Anpverson. That is correct. We feel it is not in our province 
to either favor of oppose. 

Senator Futsricut. That, you might say, is the existing program 
that you are dealing with ? 

Mr. Anperson. That is right. 

Senator Fursrient. In addition to that, you are advocating $250 
million for the first year for academic buildings, is that correct ? 

Mr. Anpverson. Yes, sir, which would be the fiscal year of 1960. 

Senator Futsrient. 1960. 

Mr. Anverson. That is correct. 

Senator Fursricut. I think it would be simpler to let the future 
take care of itself beyond that, don’t you? You know you will have 
to come in here again. If we project this too far, we will run into 
great confusion, I am afraid. 

Mr. Norton. The only reason we did this, Senator, is that we are 
dealing with a current year in one case, and dealing with a future 
year in the other. We are dealing with the current year on the ap- 
a for dormitory facilities, because the applications have 

en piling up upon the authorization of the President without ap- 
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ropriations for this current year to meet them, so that we are dealing 
with the year 1959 for the $250,000 for housing, but we are deal- 
in 





Senator Fusrigut. $250 million. 

Mr. Norton. But we are dealing with 1960 for the $250 million for 
classroom facilities. That is the only reason we put that second year 
in there, just to get the picture complete. 

Senator Fuupsrieut. I tried to make the record clear as to what 
you had in mind. 

Senator SparKMAN. Senator Fulbright, I wonder if it might be 
well at this point to remind ourselves that the bill itself, the bill I 
introduced, the bill that Senator Clark introduced, the bill intro- 
duced by Senator Capehart, Senator Bennett, all of those bills project 
themselves through 1960. 

Senator Futsricut. Yes, sir. 

Senator SparKMAN. What you are proposing here is nothing more 
than we are doing in the framework of all of the bills. 

Mr. Anperson. Essentially, we are here to defend the bill before 
this committee, but we want to do it in terms of the essence of the 
bill, rather than name the title or number. 

We argue the case rather than calling the bill by title, but it really 
is, Senator, the bill that is before you with one change, and that is 
that the figure for housing, that is, for classroom facilities, in the 
current bill, I believe, is—what is that, S. 57?—only includes $125 
million, and our proposal is $250 million. 

Senator Cirark. Which is S. 194. 

Mr. Anperson. Which is S. 194, the bill of Senator Clark. 

Senator SparKMAN. May I say, there is an explanation why S. 57 


contains $125 million. That bill is essentially the bill that passed 
the Senate last year. 


Mr. Anperson. I remember. 

Senator SparkMAN. We had $125 million that was agreed to in 
there, and it should have been stepped up to take care of the second 
year. 

Mr. Annerson. All we are saying is that it ought to be $250 million 
instead of $125 million. We are all agreed on this. 

Senator, please keep in mind we are not asking for grants, we are 
not asking for grants. Senator Clark put this most ably. We are 
simply suggesting that the loan fund, which has proven so successful 
in helping the colleges build dormitory facilities, be continued on 
the same basis as it now exists. 

We are not proposing anything new, except that we are suggesting 
now that we add to this a loan fund for classroom facilities. I 
frankly feel that the best way for this committee to keep us from 
coming back and asking for grants, Senator, is to create the loan fund, 
and let. us pay the money back, so the taxpayers won’t be paying 
anything for this. 

Mr. Srevenson. May I say, Senator, of course there are many 
millions, if not billions, of other money that will be needed that we 
will raise from other sources. This isn’t the whole expense of mod- 
érnizing our equipment and meeting this thing. This is only the 

art that we feel is a legitimate loan phase, and all of us are in the 

usiness of finding capital funds to supplement it and carry it out. 
35482—59-—_82 
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Senator Fu.sricut. You, I believe, in one of your statements, 
called attention to the projected increase in enrollment. I thought 
it would be well at this point in the record to call attention to 
Mr. Hazelton’s statement in the Housing Act of last year, on page 168, 
the first paragraph, and I would ask, Mr. Chairman, that that be 
incorporated just for the information of the committee, so they 
wouldn’t have to go back in part of this discussion. 

Senator SparKkMAN, I will read it. 

You are all familiar with the enrollment pressures which have been mounting 
since the war. From 1950, when this program was initiated, until 1957, fall 
college enrollments increased from 2,297,000 to 3,068,000, an increase of 34 per- 
cent. During the next 10 to 15 years, these enrollments are expected to double, 
going to over 6 million in 1970, as they reflect the coming to college age of the 


war babies. The percentage of their age group enrolling in college is expected 
to increase annually during this period. 


Senator Futsricut. I will read one sentence. 


From 1950 when this program was initiated, until 1957, fall college enroll- 
ments increased from 2,297,000 to 3,068,000, an increase of 34 percent. During 
the next 10 to 15 years these enrollments are expected to double, going to over 
6 million in 1970, as they reflect the coming to college age of the war babies. 

Do you agree with those estimates ? 

Mr. Norton. Senator, according to the best estimates that we can 
get now, from a study which is currently being completed in the Office 
of Education, and from other studies we have, we are running a little 
better than 2 years ahead of the timetable as estimated 5 years ago. 
We are now approximately a half million ahead of what the projected 
figures for 1960 were in most of the studies of our enrollments made a 
few years ago. 

(The table referred to follows :) 


College enrollment, continental United States 


As estimated in 1953! | As estimated in 1959! 


1 Source: Needed Expansion of Facilities for Higher Education 1958-70, by John D. Long, p. 28, American 
Council on Fducation. 
2 Source: U.S. Office of Education. 


Senator Futsrient. Will that study you refer to be available in the 
very near future ? 

Mr. Norton. I think it will be in the very near future. 

‘ Senator Futsricut. How soon? By the time this bill gets to the 
oor ? 

Mr. Norton. I hope so. We were able to get this information by 
telephone, getting it right from the people who are now compiling this 
information. 

Senator Futsricut. From whom? 

Mr. Norton. From the U.S. Office of Education. 

Senator Fursricut. I would like to ask the staff. 

Mr. Norton. The Division of Higher Education in the U.S. Office 
of Education. 
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Senator Futsricnt. I would like to ask that the committee obtain 
officially a statement on this point. I think it is very important for 
the use of the Senate. 

There is no doubt in your mind about this tremendous increase 
in the enrollment, and these buildings are necessary if this large in- 
crease is to be taken care of ? 

(The information referred to follows :) 


Rstimated cost of housing facilities and of academic buildings needed in U.S. 
colleges from years 1959-60 to 1968-69—Derived from pending study by U.N. 
Office of Education, Department of Health, Education, and Welfare, Jan. 26, 
1959 


[Based on projected fall enrollment figures. These estimates do not include replacements] 











Year Enrollment | New housing | Year Enrollment | New housing 
facilities facilities 

1959-60_. .. 3, 399, 000 264, 000. 000 || 1965-66 sé 4, 677, 000 $573, 000, 000 
1960-61. ... -- 3, 567, 000 316, 000, 000 Lo So dhicte ben eaten §, 906, 000 619, 000, 000 
1961-62... 3, 790, 000 419, 000, 000 || 1967-68 . Latter ms 5, 331, 000 611, 000, 000 
1962-63. ...-..- 4, 004, 000 402, 000, 000 || 1968-69... - wegen 5, 617, 000 558, 000, 000 
1963-04. _ -. . 4, 189,000 | 348, 000, 000 | 
1964-65. _ .. 4, Total_.....-....|...-.-----...-]| 4, 434, 000, 000 


372, 000 344, 000, 000 | 
| | 
Notr.—Estimated cost for new housing facilities for 10-year period is $4,490,000,000. Estimated cost for 


new academic buildings for 10-year period is $5,900,000,000. Estimated cost for replacement of existing build- 
ings for 10-year period is $3,200,000,000. Estimated total cost. $13,500,000,000. 





Senator Futsricut. One last question about this matter; we have 
been over it before, but, as you know, each year there has been a de- 
terminated fight upon the interest rate on these loans. Do you have 
anything further to add than what you have said about the necessity 
of retaining this interest rate ? 

Mr. Anperson. Well, I think that the—Senator, we have offered 
testimony from the various associations every year that this has come 
up, and it has been sprinkled over the record and the essential argu- 
ment is this: In the first place, if you base the interest rate on the 
average interest rate on outstanding obligations, you get the interest 
rate which the colleges have been paying. 

Senator Futsricut. May I direct the question this way: We have 
those figures. Do you have any evidence that you can cite to the 
committee that if this interest rate goes up in accordance with the 
administration point of view, the same point of view advanced last 
year, that would be persuasive to the Senate, and this committee, that 
this would kill the college housing program ? 

I understand that is your position: that they simply couldn’t and 
wouldn’t make application for the fund ? 

Mr. Anperson. Correct. We cooperated with the committee a 
couple of years ago in asking Dean Arthur Weimer, of the School of 
Business, Indiana University, and his colleague, Prof. John D. Long, 
to make a study of this. We have submitted to members of this com- 
mittee the result of that study. 

The results of that study show the relationship between the number 
of applications, the amount of money being applied for, and the inter- 
est rate, and what they show, Senator, is that when the interest rate 
has gone up, the applications have gone down. 

And in this study, which is in your possession and the possession of 
the committee, you will discover that if the curves are accurate and 
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adequate to predict the probable relationship in the future, you could, 
by putting the interest up to the administration’s figure, simply abolish 
this whole thing. 

Now these facts will support that position, and these are not guesses: 
this is an objective study which we authorized Dean Weimer to make, 
and which he did at considerable expense and time and energy. 

Senator SparKMAN. By the way, Senator Fulbright, the substance 
of the Weimer report to which Dr. Anderson has just referred is car- 
_ ried in the additional statement which he did not read, but has been 
made a part of the record. 

Mr. Anperson. On page 4. 

Senator Fusrieut. I did see that. What I was seeking was some 
opinion or estimate by these gentlemen, who are experts in this field, 
as to what the effect would be. I did notice those figures. 

One last question. I would invite your opinion about one last 
point. Would you say that if this program is not extended one of two 
things is bound to happen, that you would not have any buildings, and 
there would be no facilities to house the students; or, on the other 
hand, if you did get buildings, that the funds available for the main- 
tenance and the quality of your schools would have to suffer very sub- 
stantially ? 

Mr. Anperson. Through the increased cost of overhead, you mean? 

Senator Futsricntr. Through the failure to get funds from this 
source. 

Mr. Anperson. If we don’t get funds from this source, we are going 
to have trouble. This is our conviction. We are simply trying, 
through unanimity, to put the problem before this committee, as the 
educators of America see this problem, accurately and without 
exaggeration. 

Senator Futsricut. Would it have any bearing at all upon the 
other aspects of education than housing, if the program is not 
continued on this same basis? 

Mr. Exxins. Senator, if I may say, it seems to me if the loan pro- 
gram is not extended for the vast majority of colleges, that either, as 
you say, they are going to be without housing for a number of quali- 
fied students, or they may have to go up in the cost to the student, 
which, in effect, will eliminate a great many qualified students from 
the campus. 

Now the cost of higher education, where the student has to pay 
board and room and tuition and fees, is pretty high for the average 
individual—I say the average individual—and we are trying to keep 
this down to a point that we can accommodate the student who Is 
qualified, not on the basis of how much—what his financial status is— 
but on the basis of what he has in his head. 

And if this sort of thing happens, we are simply going to go back- 
ward, it seems to me, in education, rather than forward, in trying to 
ee the real potentials of the country; that is, the people who 
have the capacity to do the work in higher education. 

Senator Futsrieut. Mr. Chairman, I have another meeting; I must 
eave. 


I thank you very much for giving me this opportunity to question 
these gentlemen. 

Mr. Norton. Mr. Chairman, I would like to supplement one brief 
statement here in answer to the Senator’s question. 
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We hold that these unprecedented increases in college enrollment, 
which we predict and believe will take place, are a product of and 
are important to the welfare of the country and should take place, but 
’ we feel if we don’t get the kind of help we are seeking here today, we 
will not be able to take care of this enrollment, and therefore, the 

tential enrollment increase in colleges will not take place, and there 
will be a good many of our youth who will be denied the privilege of 
a college education. 

Senator SpaARKMAN. Senator Capehart? Any questions? 

Senator Carenart. I don’t think so. Did I understand you to say 
that you thought if we charged the same interest that the Govern- 
ment pays in borrowing its money, it would kill college See 

Mr. Anperson. No, Senator. The present formula provides for an 
interest rate which is the average rate. 

Senator Bennerr. Including the 90-day period. 

Mr. Anperson. Short- and long-term loans, but what I was saying 
was that the interest rate formulated on that basis is working, and 
that if you shift the basis, which we feel is not warranted—an increase 
in the interest rate—what is going to happen is that the number of 
applications will fall off; the dormitories will not be built 

Senator Carenart. You are willing to pay the rate that the Gov- 
ernment pays to borrow money, is that it ? 

Mr. ANpEerson. We have been paying it. 

Senator CapeHart. You are willing to continue that? 

Mr. ANpERSON. Oh, yes, sir. We have no desire to put an additional 
burden on the taxpayer. We are not here for that purpose at all. 
We are simply trying to find an adequate formula to meet the needs 
and protect the taxpayer. 

Senator SpARKMAN. Senator Clark ? 

Senator CLarK. Let me direct these questions to the panel, and then 
whichever one thinks he should will answer it. 

With this explosion coming along, which is going to double our 
college population in the foreseeable future, isn’t it going to be neces- 
sary to take care of an increasing number of college students in what 
wemight call day colleges ? 

Ihave in mind something like Temple University in Philadelphia. 
There are a number of others with which you gentlemen are familiar, 
where students will live at home and come and work at the college. 

That is realistic, isn’t it? 

Mr. Stevenson. Yes, sir. 

Senator CLark. For that kind of an institution, isn’t a loan for a 
classroom, a laboratory, a library, an academic facility of that sort, 
even more important than a loan for a dormitory or a dining hall? 

Mr. Stevenson. Definitely. 

Senator Brau. Will the Senator yield? 

Senator CLark. Happy to yield. 

Senator Bratu. I would like to ask Dr. Elkins what his enroll- 
ment is at Maryland University ¢ 
Mr. Exrxrns. About 13,000. 

Senator Beau. What percentage are domiciled on the campus? 

Mr. Evxr1ns. About 5,000. 

Senator Beat. You have about 8,000 day students? 

Mr. Exrns. That is right. 
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Senator Bratt. What percentage of the 13,000 are residents of 
Maryland? Iam trying tothink of people—— 

Mr. Evxins. Out of the 13,000 ? 

Senator Beatn. Yes, sir. 

Mr. Erxins. About 82 or 83 percent. 

Senator Beat.. Others come from the District of Columbia ? 

Mr. Exxins. The District of Columbia and nearby. 

To answer the Senator’s question, I think definitely that the trend 
- is in the direction of a number of these students being taken care of in 
such colleges, particularly in the rise of junior colleges, and the rise of 
the day colleges in the large cities where they are commuting. Many 
students do commute to a great many universities and colleges, as you 
know, and obviously, as you have indicated, the real thing that we 
are trying to do is really not to house students, it is to educate them. 
But in order to educate them, we have to get them there and give them 
a place to live. 

Senator CiarK. You can’t do it on just one end of the log, with 
Mark Hopkins on the other end. 

Mr. Evxrins. Not any more. 

Senator Ciark. This is particularly pertinent, if I might make just 
one brief observation. In Pennsylvania I know Dr. Walker, the presi- 
dent of Penn State, whom you gentlemen know. He has a somewhat 
radical proposition in that he wants to have his freshmen and sopho- 
more years conducted on a decentralized basis at junior colleges 
throughout the Commonwealth, and only bring the students up to the 
State college for the junior and senior years. He thinks in that way 
he can handle his share of this explosion, and can give them just as 
good an education. 

His problem is with the alumni; what to do with the football team. 

T will be brief, Mr. Chairman, shifting to another point, which 
would be the assurance that the Government would have that these 
loans on academic facilities would be repaid. Where you don't have, 
as an accounting matter, or perhaps as a legal matter, the mone» ¢om- 
ing in from lodging—charges for dormitories—in the case of academic 
facilities, you do have, do you not, a number of other resources from 
which it would be fair to assume that this loan would be pretty well 
secured and would be paid at maturity. One being, among others, 
the alumni giving funds; efforts to get capital grants from the alumni, 
and if necessary—we would certainly hope it wouldn’t be necessary— 
an increase in tuition, and perhaps, in the case of the State univer- 
sities, an annual appropriation from the legislature. 

Is that generally true? 

Mr. Stevenson. Very definitely. 

Senator CrarK. One final question, and I would like my friends on 
the minority side of the committee to listen to this. 

If this program were to be adopted by the Congress, could you 
give us any assurance that you would stay away from us, insofar as 
grants were concerned, for at least a couple of years more? 

Mr. Anperson. We have never asked for grants, Senator. 

Senator Crark. This would help persuade you not to for the imme- 
diate future, wouldn’t it, if we adopt the present program ¢ 

Mr. Anpverson. Frankly, this is the position of many of our private 
institutions in America; I say this mosi honestly. These private i- 
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stitutions are conservative. They have boards of trustees that are 
conservative. 

Senator CiarKk. You are telling me. 

Mr. Anperson. These boards don’t want the Federal Government 
pouring money into these institutions by direct grants, but they have 
come around to the view that perhaps the easiest and best solution of 
a portion of this problem—not the whole—they don’t assume 

Senator Ciark. Those institutions prefer to get money by contracts 
with the Defense Department. 

Mr. Anperson. College presidents would prefer to get gift money, 
of course, from foundations and individual contributors and no col- 
lege president is going to borrow money if he can get it free. 

So you have that assurance, that appeals for grants won’t be used 
unless absolutely necessary. 

Senator Cirark. The only point I wanted to make is, should we get 
right down to massive Federal aid to higher education in the United 
States through these projects for, really, hundreds of millions of 
dollars in connection with research and development ? 

Mr. Anperson. Of course. 

Senator SpARKMAN. Senator Bennett ? 

Senator Bennerr. I will not get in that. 

Senator SparRKMAN. Senator Proxmire? 

Senator Beall ? 

Senator Bennett. Just let me make a point; maybe Mr. Anderson 
would like to change his testimony, because when he was testifying, 
he said, “if we don’t get this, we will probably be back for grants.” 

You better read the text of the testimony ; you may want to change it. 

Mr. Anperson. I don’t remember exactly—no; I don’t want to 
change that. I said this, that I would be afraid that the pressures— 
I will change it to this extent, that the pressures might force us back. 
We don’t want to come, I can assure you of that. The pressures might 
force us to come, nobody knows; it is a guess, and I shouldn’t have 
put it in the testimony in the first place. 

Senator Ciark. Will the Senator yield ? 

Of course, if he comes back for a grant, he won’t come before this 
committee; he has to come before Labor and Welfare and they might 
give it to them. 

Senator Bratt. Maybe you are in the wrong committee today. 

Senator SparKMAN. Senator Beall ? 

Senator Beaty. One question. 

Isn’t it a fact that gifts from individuals, and from the States, have 

fallen down in recent years. They don’t still maintain the same high 
level ? 
_ Mr. Stevenson. No, Senator; I think it is the contrary. Just as 
inflation is striking everyone else, it is striking the colleges and uni- 
Versities, but the number of gifts is increasing in amount, they still 
have to keep up with the in ationary spiral; and while I have the 
microphone, if [ might just say one thing, that I think may be respon- 
sive to Senator Fulbright, this is a crash program in a certain sense, 
but we are trying to get tooled to meet this great rise that is coming 
in3,4,5, and then the years thereafter. 

And to some extent, I don’t think, Senator Bennett, that it means 
this is always going to be recurring. I know institutions, including 
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my own, that are trying to catch up and get tooled and get the equip- 
ment and laboratories to deal with this problem. 

So I do feel there is a certain crash element in the immediate de- 
mands we are making, last year, and this year, and a year or 2 ahead, 
but I think that is the imporant thing to recognize; if we get ready 
to meet it, and get tooled up, if I may repeat that phrase again, then 


we will be in very serious trouble, because it take quite a few years 
to work this out. 
’ Senator SparKMAN. Senator Byrd? 

Senator Byrp. None. 

Senator SparKMAN. Senator Williams? 

Senator Witi1AM:. Just one or two things, Mr. Chairman. 

I find myself in some general and considerable agreement with the 
statements of the need and how these needs should be met with this 
body. 

I am particularly glad to agree with the president of the college 
that Iaman alumnus of. But, of course, people who come here, insti- 
tutions that come here, don’t always get all that is requested. 

My question was suggested by Senator Clark’s inquiry on day col- 
leges. I wonder if there are priorities here or whether, if there is 
going to be less money authorized, the scaling down in your mind 
should be an equal scaling down of housing and other buildings ? 

Mr. Stevenson. Well, we can only speak from our own particular 
viewpoint in answer to that specific question, Mr. Chairman, but I 
would certainly say that this bill of Senator Clark’s for other facili- 
ties is certainly as important as housing in a great many cases I know 
of, and therefore I would say, in answer to Senator Williams’ ques- 
tion, that there is a close relationship, and probably in lots of ways 
this part, the laboratory and nonacademic-building part, could even 
be more important to some extent. 

I can’t, of course, give figures or exact relationships, because that 
is all in the future. I don’t know whether my colleagues would 
agree with me. 

Mr. Norton. Mr. Chairman, I think that the associations, as such, 
which we represent here today, probably would not have any particu- 
lar position upon that, or one that may be officially adopted. 

My personal feeling is that the urgent and immediate need now is 
to continue the housing program which is already started, and cer- 
tainly, to step it up. By the time we reach 1960, which is the pro- 
posal for the academic buildings, it will be just as urgent as continua- 
tion of the housing bill is now. 

It looks to me like it isn’t so much a matter of priorities as a mat- 
ter of all of this being a minimum need which we have presented to 
you. 

Mr. Anverson. I think we are in a position of not having any offi- 
cial position, but I think this is a very good question, and it may be 
that when this committee was dealing with this question a year ago, 
that is the reason why you got that amount down for classroom fa- 
cilities to $125 million. ; 

And in the last analysis, any such problem has to be resolved in 
terms of the political possibility, but we are here to say to you, gentle- 
men, that our needs are so far beyond what we presented to you, that 
we can’t in all honesty say to you, we don’t have needs in both these 
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areas, and we wouldn’t do anything to reduce your awareness of the 
seriousness of this, or say anything that would be interpreted to be 
that. 

Senator Wiuu1aMs. Thank you. I appreciate that. 

Senator SparkMAN. Senator Muskie 

Senator Muskie. Is the basic advantage of this program in the 
relatively favorable interest rate? 

Mr. Stevenson. And the long term. 

Mr. Anperson. Oh, yes, interest rate and long term both. 

If you actually work it out in terms of a formula, we know exactly 
how much it takes to pay off these loans on a 40-year basis and, ac- 
tually, we can tell you that it is $160 per person per semester. You 
can’t handle these loans unless you are actually producing incomes of 
$160 per semester per person. 

Frankly, if you look over the colleges and universities of this coun- 
try and the charges that these colleges are making for housing, you 
will find that it is on the high side already This is why we are so 
pessimistic about what would happen if you increase the interest 
rate. 

Senator SpaRKMAN. Senator Muskie, my suggestion to you is that 
if you will get a copy of the hearings last year, and read the testi- 
mony of the treasurer of American University—lI believe it is the 
treasurer who testified before us last year—he gave us a complete 
breakdown in all of the cost items going into dormitory construction, 
and how the charges were set forth. 

I think you will enjoy reading that in connection with the question 
you have just asked. 

Senator Muskie. I wanted to ask him one other question. 

Is this program attractive to State universities? I ask the question 
because over the last 4 years 

Mr. Exxrns. Is it attractive to State universities ? 

Senator Muskie. Because they do just about as well in interest 
rates. 

Mr. Evxrns. Some universities can, and some can’t, but it has been 
attractive to State universities. They have made many applications, 
and applications are pending at the present time by State universities 
for these loans. 

This is determined to some extent by the institution, and also from 
time to time by the conditions within the State which may vary as to 
how much money they can get for housing from legislative sources, 
or otherwise. 

_ About 60 percent, I am told, is from State institutions at the present 
time. 

Senator Muskie. At the present time the University of Maine is 
applying to the Maine Legislature for authority to issue State-guaran- 
teed bonds, and they prefer that approach to this one, and I wondered 
why that should be so. 

Mr. Exxrns. It may be, in this connection, that if you can—of 
course, if the State is willing and able to do everything that the institu- 
tion wants done, which isn’t generally the case, you may get some 
funds from the State through their appropriations for capital im- 
provements, and then you may do as we have done, build others through 
self-liquidating loans. 
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Now, if they can get it the other way, and are in a position to dos, 
it may be they have reasons to do so, but this varies greatly fron 
institution to institution, and from year to year, as a matter of fact, 
and there is no lessening, I believe, of demand on the part of the State 
institutions today for funds. 

Senator Musxre. You see, what I am really trying to do is to ge 
some arguments from you, because I have been trying to persuade the 
University of Maine trustees to utilize this program and haven’t been 
successful. 

Mr. Norton. I should like to add a comment along this line. In 
the operation of this Federal program, even where a loan is approved, 
private agencies do have an opportunity to get these bonds, and offer 
as good a proposition to the institution, and we feel that the influence 
of the program has been a very wholesome one on the private lending 
agencies in setting up for these funds. 

Senator SparKMAN. By the way, all four of you, speaking about this 
explosion that is coming, my impression is, that it has already hit 


the colleges pretty well; hasn’t it? How are your colleges? Ae they 
full? 
Mr. Stevenson. Full. 


We have doubled the number of applicants 
Senator SparKMAN. Did you have to turn down applications? 

Mr. Stevenson. I think we all do that. 

Senator SparKMAN. Allof you. 

Mr. Anverson. Oh, yes. 

Senator Crark. Mr. Chairman, will you yield for a second ? 

Senator SparKMAN. Right. 

Senator CLtark. Gentlemen, I think it is true, isn’t it, that there are 
quite a number of vacancies in colleges in America, largely in col- 
leges which have not succeeded in getting accreditation. So that if 
those colleges could bring their academic level up to a satisfactory 
point, there would be quite a little bit of leeway right now, although, 
probably not for more than a year or two more. Is that a correct 
statement ? 

Mr. Anperson. There have been some institutions that have had 
some vacancies, but it is a question of public policy as to how we ought 
to encourage the improvement of those institutions, of course, so they 
can absorb some more. 

Senator CxiarK. Really a question of getting adequate teaching; 
isn’t it? 

Mr. Anperson. Yes, sir. Sometimes it is teaching, sometimes 
library facilities, sometimes laboratories, there are so many reasons. 
It may be a marginal institution because it doesn’t have adequate labor- 
atories in science. 

Senator Ciark. I am sure that is true, but also a conspicuous lack 
of adequate college teachers, adequately trained. 

Mr. ANnperson. One of the most serious of all our problems, no 
question about that, Senator. 

Senator SparKMAN. Gentlemen, one thing, we have been talking 
about these facilities, other than dormitories, and associated build- 
ings, classrooms, and so forth, you realize the bill that passed the 
Senate last year, carried $125 million for this purpose. I think some- 
thing was said about how that figure was arrived at, Frankly, it 


was a compromise, which was worked out on the Senate floor. My 
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pill this year, carries the same figure that we had at that time. I 
just thought I would refresh your recollection with reference to 
that. By the way, the thing to remember now, you are talking about 
the amount you want, just as a practical matter, the other program is 
a going program. Some people were dubious of it when it was first 
enacted into law, but it has quite well justified itself until today, 
virtually everybody endorses it. 

This Is a new program we are proposing here. I just drop that 
thought for whatever it may be worth. I think it is a good pro- 
gram, I think you have made a good argument in favor of it. 

Let me ask you some questions, Dr. Norton. I will ask you par- 
ticularly, because I know something of what the situation is down 
our way. It may be typical throughout the country. What has been 
the impact of the various Federal matching programs, for instance, 
the Sg wAy program, on your ability to get funds? 

Mr. Norton. Senator, the availability of Federal funds in rather 
liberal amounts for various programs, all of which I am heartily in 
favor of, such as hospitals, roads and so on, has certainly put the 
school people at somewhat of an unfair disadvantage in competition 
before the State legislature. 

For instance, if the State legislature is considering finances for 
several worthwhile programs and they know over here in this area, 
every dollar they put in State funds will be matched by a given 
amount of Federal money, they are much more likely to be liberal 
with that program. Let’s get that money, even if we have to wait 
on this other program. As an example of that, our new Governor, 
who has just been installed a few days now, been inaugurated a few 
days ago, his very first official act is convening a spec cial session of 
the State legislature for the express purpose of raising the revenue 
with which to match the available Federal money in the highway 
program that has not yet been matched, but our very pressing school 
needs, do not have that handy impetus. of getting Federal money to 
help us on that program. 

So if the Federal Government seeks really to encourage greater 
State and local participation, greater State and local support ‘of this 
program, and continues to put its money on matching basis in other 
programs and not in education, we will find ourselves progressively at 
a greater disadvantage. 

‘Senator Sp. \RKMAN. It is pretty tempting to the State, is it not, to 
have a 90-percent offer, grant ? 

Mr. Norron. It certainly is. 

Senator Sparkman. Of the Federal Government if the State will 
raise 10? 

Senator Sparkman. And even in hospitals to have two-thirds and 
one-third, and grants, not loans. In the case of ordinary roads it is, 
it used to be, 50 percent. I think they have raised that now to 60. 

Senator CLark. Still 50. 

Mr. Norton. Well, it certainly is. You understand I am in favor 
of those road programs and hospital programs, but it certainly does 
put us at a disadvantage in bidding for State funds. 

Senator Sparkman. We are all in favor, but you make a point, 
when you bring that out, it makes it a little difficult on schools that 
do not have the matching program. I think it lends weight to your 
argument in favor of the lending program for the benefit of schools. 
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Just one further question. I asked this question of Mr. Hazeltine 
the other day. The agency holds that the money for other facilities, 
when they say not more than, that that is a ceiling and not necessarily 
an earmarking. What is your viewpoint of that? 

Mr. Anperson. Are you speaking of the amount of the $250 million 
for classroom facilities ¢ 

Senator SparKMAN. No; this is in the program that is going, where 
a part of it may be used for other facilities, dining halls, cafeterias, 
and so forth. 

Mr. Anperson. I think our interpretation has been that it is a 
ceiling. 

Senator SparkMAN. That is is a ceiling, and not an earmarking. 
Are you satisfied with that? That is the interpretation that the 
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agency put on it. I asked Mr. Hazeltine that question, and I thought 
I would ask you gentlemen the same question. 

Mr. Anperson. It has been our assumption, we have had no dis- 
cussion, but we reached this common conclusion. 
sonal view. 

Senator SparkMAN. We have had some correspondence regarding 


That is my per- 


it. 

By the way, I should like to say to the members of the committee 
that if any of you want to see any of this college housing that has 
been built, visit the American University campus, which is nearby. 
You might go out there to the church some day, right across the 
street, and fill two missions in one trip. 

I have the high privilege of serving on Dr. Anderson’s board of 
trustees, and that school has done, I think, a very fine job in its 
college housing program. I am sure the University of Maryland 
has, too, although I haven’t had the pleasure of visiting it. 

Nothing else ? 

Mr. Anperson. We would like, Senator, if there is nothing else, 
to express our appreciation of the courtesies extended to the assoei- 
ations, and to this American Council on Education. 

Senator Sparkman. We appreciate your presentation of it; all of 

ou. 

. Now we have the representatives of urban universities: Dr. John 
L. Moore, vice president, University of Pennsylvania; Dr. Julia 
Levi, University of Chicago; Dr. Charles Farnsley, counsel, Uni- 
versity of Louisville—I am giving you all the title of doctor—Dr. 
Charles Baughman, vice president, New York University; Ralph 
Pittman, counsel, Baylor University; and Rev. G. M. Evoy, Seattle 
University. 

Will you gentlemen come around and take a seat. Now let me se, 
I called six names and I have only four who responded. I wonder 
if you will identify yourselves. 

Mr. Farnstey. Charles Farnsley, University of Louisville. 

Mr. Levi. Julian Levi, University of Chicago. 

Mr. Baveuman. Charles Baughman, vice president, New York 
University. 


vania. 
Senator SparKMAN. Who is first ? 
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STATEMENT OF JULIAN H. LEVI, EXECUTIVE DIRECTOR, SOUTH 
EAST CHICAGO COMMISSION, CHICAGO, ILL., ON BEHALF OF UNI- 
_ VERSITY OF CHICAGO AND SOUTH EAST CHICAGO COMMISSION 


- Mr. Levi. What we are asking for, is a group of amendments to 
the existing House legislation, specifically the urban renewal legis- 
lation, and we have the text of a suggested amendment which we 
would like to present for your consideration. It has not yet been 
offered by anybody. 

Senator SparkKMAN. We will be very glad to have it. I would 


suggest you give a copy to the reporter and also let the staff have it. 
(The document referred to follows :) 


AMENDMENT OF TITLE I OF THE HovusINnG Act or 1949 


Sec, 315. Title I of the Housing Act of 1949, as amended, is hereby 
amended by adding after section 111 thereof the following: 


“URBAN RENEWAL AREAS INVOLVING COLLEGES OR UNIVERSITIES 


“Sec, 112. In any case where an educational institution is located in or near 
an urban renewal area and the governing body of the local public agency deter- 
nines that, in addition to the elimination of slums and blight from such area, 
the undertaking of an urban renewal project or projects in such area will further 
promote the public welfare and the proper development of the community (1) by 
making land in such area available for disposition, for uses in accordance with 
the urban renewal plan, to such educational institution for redevelopment in 
accordance with the use or uses specified in the urban renewal plan, (2) by 
poyiding, through the redevelopment of the area in accordance with the urban 
renewal plan, a cohesive neighborhood environment compatible with the functions 
and needs of such educational institution, or (3) by any combination of the 
foregoing, the Administrator is authorized to extend financial assistance under 
this title for an urban renewal project or projects in such area without regard 
to the requirements in section 110 hereof with respect to the predominantly 
residential character or predominantly residential reuse of urban renewal areas: 
Provided, That the aggregate amount of any expenditures made by such educa- 
tional institution (either directly or through a redevelopment corporation) for 
the acquisition, from others than the local public agency, of land and buildings 
and structures within the area of any urban renewal project undertaken by the 
local public agency in such urban renewal area or within the urban renewal area 
and adjacent to, or in the immediate vicinity of, the area of any such urban 
renewal project (which land and buildings and structures is or are to be retained 
and redeveloped or rehabilitated by such educational institution for use or uses 
ih accordance with the urban renewal plan), and for the demolition of such 
buildings and structures (including expenditures made to assist in relocating 
tenants therefrom) if, pursuant to the urban renewal plan, the land is to be 
(eared and redeveloped, as certified by such educational institution to the local 
public ageney and approved by the Administrator, shall be a local grant-in-aid in 
connection with any urban renewal project being undertaken by the local public 
igency in such urban renewal area: Provided further, That no such expenditures 
shall be deemed ineligible as a local grant-in-aid in connection with any such 

) Moject if made not more than five years prior to the authorization by the Admin- 
strator of a contract for a loan or capital grant for such urban renewal project: 
dnd provided further, That the term “educational institution” as used herein 
shall mean any educational institution of higher learning, including any public 
educational institution or any private educational institution, no part of the net 
‘amnings of which shall inure to the benefit of any private shareholder or 
Individual.” 

EXPLANATION OF AMENDMENT 


During the next 10 to 15 years, colleges and universities located in urban cen- 
‘ers will be called upon to perform an academic miracle. They will be expected 
‘0 provide educational facilities to far greater numbers of students than ever 
j fore in the history of this Nation. Physically, they will be required to nearly 

ouble their present facilities in order to fulfill their responsibilities. 
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Universities, however, do not have the mobility of industry or the residentiat 
builder. Most of these colleges and universities are “landlocked,” having no 
open campus area available for this required expansion. As a practical matter 
it is virtually impossible for such institutions to assemble usable construction 
sites through the acquisition of needed land by negotiation. 

In addition, many of these colleges and universities are located in the older 
areas of our urban centers which have progressively deteriorated so that these 
great cultural institutions are surrounded by a sea of slums and blight and 
therefore must at.empt to perform their public service in a neighborhood en- 
vironment wholly incompatible with their purpose and function, and which 
* inevitably curtail the performance of the full range of normal academic activity, 

The amendment to title I of the Housing Act of 1949 would merely recognize 
the value to the community and to the Nation of making it possible for colleges 
and universities to obtain land for the expanded educational plant and facilities 
required to meet our future educational needs and to provide for more cohesive 
and healthy college and university areas. 

It would accomplish this by providing that where an educational institution 
of higher learning is located in or near an urban renewal area and the carrying 
out of an urban renewal project in such area wouid result in making land avail- 
able to such educational institution or, through the redevelopment of the sur- 
rounding area, provide an environment compatible with the needs of such insti- 
tution, the requirements of title I as to the predominantly residential character 
or the predominantly residential reuse of the urban renewal area would be 
waived and that the expenditures made by such educational institution (either 
directly or through a redevelopment corporation) for the acquisition (from 
others than the local public agency) for land and buildings and structures within 
the area of any urban renewal project undertaken by the local public agency 
in such urban renewal area or within the urban renewal area and adjacent to, 
or in the immediate vicinity of, the area of any such urban renewal project 
(including expenditures for tenant relocation and demolition if, pursuant to the 
urban renewal plan, such land is to be cleared and redeveloped) of the land 
and buildings is are are to be retained and redeveloped or rehabilitated by such 
university for uses in accordance with the urban renewal plan would be included 
as part of the local grants-in-aid in respect of any urban renewal project or 
projects being undertaken by the local public agency in the urban renewal area. 


Mr. Levi. My name is Julian H. Levi. 
Woodlawn Avenue, Chicago, Ill. I am executive director of the 
South East Chicago Commission. I appear here on behalf of the 
University of Chicago at the request of Chancellor Lawrence A. 
Kimpton of the university, as well as the South East Chicago Com- 
mission. 

Some 7 years ago, the University of Chicago, acting with the people 
of the community, organized the South East Chicago Commission to 
deal with the problems of the neighborhood around the University of 
Chicago. Chancellor Kimpton has been president of the South East 
Chicago Commission since its inception. 

In these years, problems of our Hyde Park-Kenwood communities 
have been dealt with as thoroughly as those of any community in the 
country. We have a title I project, a large urban renewal conserva- 
tion project and a neighborhood redevelopment plan under the Illinois 
neighborhood redevelopment statutes. 

Throughout this entire period, we have been aided and assisted at 
every point by Mayor Daley and the City Council of Chicago and the 
Federal urban renewal authorities. 

In addition, approximately 18 months ago, under the aegis of the 
American Association of Universities, some 14 institutions located all 
over the country began to exchange data and information as to their 
environmental problems. 

Mr. Chairman, that. list includes the University of California, Uni- 
versity of Chicago, Columbia University, George Washington Unt 
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versity, Howard University, Indiana University, specifically its medi- 
eal campus in Indianapolis, Johns Hopkins, Massachusetts Institute 
of Technology, the University of Minnesota, New York University, 
- the University of Pennsylvania, Tulane University, Vanderbilt Uni- 
versity, and Washington University. 

In addition to that, some other universities, who were not members 
of the Association of American Universities ultimately came to par- 
ticipate in the study. This study was coordinated by our planning 
wit and what is said to you today, reflects not only our own experiences 
over the past 7 years but the results of nationwide examination of the 
problems. : be ; 

One, American universities are now confronted with unprecedented 
demands. The President’s Committee on Education Beyond the High 
School in its second report to the President stated: 

Our colleges and universities are expected by the American public to perform 
something close to a miracle in the next 10 to 15 years. They are called upon 
to provide education of a continually improving quality to a far larger number 
of students—at least 6 million by 1970 compared to 3 million now. * * * 

This great expansion of capable young people seeking education beyond high 
school represents an enormous opportunity and challenge for our society. But 
our institutions of higher learning, despite their remarkable achievements in the 
past, are in no shape today to meet the challenge. Their resources are already 
strained ; their quality standards are even now in jeopardy, and their projected 
plans fall far short of the indicated need. 

Inevitably the major impact of this expansion required in our na- 
tional interest must fall upon existing institutions. It is upon their 
faculties and facilities, it is upon their academic traditions that the 
basic increase in capacity must he built. 

Yet these institutions are “landlocked”; they have no open campus 
area available for required expansion. The story over the entire coun- 
try is that it is virtually impossible for such institutions to assemble 
usable construction sites through the acquisition of needed land by 
negotiation. 

The problem has an even grimmer aspect. Many of the proudest 
universities in our country are today confronted with environments 
of slum and blight or near slum and blight surrounding them. These 
conditions drive faculty out of the university communities and turn 
faculty into commuters. The consequences of this migration are vital 
to the future of our nation. America cannot survive with punch- 
clock universities, harrassed by urban problems. 

A simple example may make this clear. Over the past year, I have 
compared the calendars of academic events carried on at the Univer- 
sity of Chicago in contrast to a similar calendar of another distin- 
guished university, also located in a great metropolitan center. The 
Chicago schedules start at 7 o’clock in the morning and run until 10 
and 11 o’clock at night. Late afternoon seminars, evening meetings, 
colloquiums appear day after day. 

The calendar of the other institution only seldom records an event 
after 4:30 in the afternoon. Why? The answer is simple. It has 
todo with the habits and requirements of a commuting faculty where 
the events of an academic day must be compressed between the hours 
when the commuters’ train arrives and the hour when it departs. 

Is arrangement creates—not the “community of scholars”—it in- 
stead promotes “their mere collection” for a time. We need communi- 
lies of academic communers, not professorial commuters. 
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The commuting pattern itself is fatal to many types of research, 
The nine hospitals comprising the University of Chicago Clinics are 
but one example. The care of the sick is a full time program—never 
compressible within the hours of a suburban train service. 

Research in nuclear physics is another example. 

The lesson is clear: a university must exist in the kind of neighbor- 
hood and community where faculty, with freedom of economic choice 
to live elsewhere, will, nevertheless, elect to live and raise their chil- 
dren. 

The solution of these environmental problems are, therefore, funda- 
mental to our national interests. They are also fundamental to the 
future of our municipalities. 

At this time at least 20 institutions of higher education are attempt- 
ing to deal with their environmental problems within the framework 
of the existing Federal housing legislation. 

It should be possible for colleges and universities to obtain land 
under the title 1 urban renewal legislation for the expanding educa- 
tional plant and facilities required in order that they meet our future 
educational needs and provide for more cohesive and healthy college 
and university areas irrespective of the 51 percent residential require- 
ment. The fulfillment of these needs will determine whether young 
men and women of promise are enabled to secure the education and 
training which our national interests demand they secure. This na- 
tional interest is as legitimate and proper as the need for housing 
and should be so recognized. 

It is suggested also that, under suitable safeguards, expenditures 
undertaken by educational institutions in support of the urban renewal 
programs, ought to be recognized as a local grant-in-aid in connection 
with the urban renewal project. Universities recognize that they 
must spend of their own substance and resources to assist in the solu- 
tion of these problems. A direct relationship between their own 
efforts and the total program will assist them in securing and raising 
the necessary resources. Because these contributions will be credited 
to the municipal share, the municipalities affected will be encouraged 
to assist in the programs. 

Direct legislative recognition of this principle will make it possible 
for colleges and universities to further assist themselves in the solution 
of these problems. 

Those institutions which have acted most vigilantly to meet these 
needs should not be penalized and accordingly, expenditures otherwise 
eligible for recognition should not be disqualified if made within 5 
years prior to the authorization of a contract for a loan and capital 
grant for the particular project. 

We are talking here about public educational institutions of higher 
learning and private educational institutions of higher learning oper- 
ated not for profit but for the benefit of the Nation. 

These institutions exist to serve the public interest. They are, in 
fact, part of the concept of public interest. 

The measures being proposed are not to be gaged in terms of gain 
or loss to the institutions themselves. The real gain will be obtained— 
or the real loss felt—by the young men and the young women of this 
Nation. 
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It is they who will find either educational buildings and facilities 
ready to receive them or the doors to educational opportunty closed. 
That national interest must not permit the latter alternative to occur. 

Senator SparKMAN. Thank you, Mr. Levi. 

Mr. Levr. I have here a letter from Father Evoy, with a statement, 
which I would like inserted in the record. 

Senator SpaRKMAN. Without objection, they will be inserted in the 
record. 

(The documents referred to follow :) 


SEATTLE UNIVERSITY DEVELOPMENT OFFICE, 
Seattle, Wash., January 23, 1959. 
Mr. JULIAN LEVI, 
Washington, D.C. 


DEAR Mr. Levi: As per our conversation, this letter empowers you to deliver 
the full endorsement of Seattle University of the educational amendment which 
you are suggesting at the Senate hearings. 

The attached materials were presented by Seattle University to the Seattle 
Urban Renewal Enterprise (SURE). They depict the pressing problems facing 
the university as to time and space, as well as outlining the significant contribu- 
tions which the university returns to its community. 

Both the city planning commission and the SURE are in sympathy with these 
needs, but both feel the need of special legislation such as is proposed to 
effectively aid the university. At present no official study is being conducted, 
and the press of doubled enrollment lies but 2 years away. 

We deeply appreciate your aid in bringing these crucial problems to the 
consideration of the National Legislators and regret our inability to present 
them in person. 

Kindest regards. 

Cordially, 
(Signed) Father Evoy, 8. J., 
(Typed) Grrarp M. Evoy, 8S. J., 
Vice President for Development. 


SEATTLE UNIVERSITY PRESENTATION OF SURE NEIGHBORHOOD ANALYSIS 
COMMITTEE, SEPTEMBER 8, 1958 


In the interest of the community, this brief has been prepared to indicate the 
potential and actual relationships of Seattle University with the recently 
announced urban renewal project area. A number of compelling factors are 
urged for your consideration. It is the belief of the university that these factors 
recommend the inclusion of the area of projected university growth within 
the urban renewal project area. An area map of potential university growth is 
appended to this report. 


SEATTLE UNIVERSITY 


One of a system of 29 Jesuit universities in the United States, Seattle Uni- 
versity is a fully accredited private university composed of 7 major degree 
divisions. They are arts and sciences; commerce and finance; education; engi- 
neering, nursing; Sister formation and graduate. Full university credit is 
offered in both day and evening divisions. 

Already the largest private institution of higher education in the Pacific 
Northwest, Seattle University presently accommodates 30 percent of the total 
privately enrolled students in Washington. The Washington State Census 
Bureau has indicated an expected increase in enrollment of 153.3 percent in 
Washington’s private universities by 1965. Conservative estimates of Seattle 
University’s proportion of this increase would place the student body well in 
excess of 5,000 by 1965. 
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Current statistics 
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Sources of support 
The pressing question to be resolved is how can the university accommodate 
this projected growth from present sources of income. The sole sources of 
support at Seattle University are: 
(1) Tuition and fees (which pays about 60 percent of costs). 
(2) Contributed services of 54 Jesuit priests (which provides approxi- 
mately one quarter of a million dollars in contributed salaries. 
(3) Gifts and auxiliary services such as dining facilities (auxiliary sery- 
ices are presently committed to the retirement of capital loans.) 


The university receives no support either from the Catholic Church or the 
Society of Jesus other than the services of Jesuit Fathers. 


Capital building projecis 


Since 1953 the university has constructed five major buildings. Four were 
constructed on long-term Federal loans. The fifth, a classroom-office building, 
was constructed through a loan from a private insurance company. 

At present, the university is prepared to seek major capital gifts as the only 
possible method of realizing the vast capital expenditures on both land and 
buildings required to meet this doubling in enrollment. Citizen committees are 
currently studying all areas of potential support in conjunction with the uni- 
versity’s development office. 


RELATIONSHIPS TO COMMUNITY 


Though privately owned, Seattle University is a true community public in- 
stitution in every sense of the word. Since adopting the university status in 
1948, the administration, under the guidance of the lay board of regents, has 
identified its goal as service to the area. 

With no qualifications as to creed or race, the university provides distinctive 
private education characteristic of the urban universities which are famous to 
every major city in our Nation. A myriad of services, such as the cooperative 
programs with the Puget Sound Naval Shipyard, Boeing Airplane Co., and 
special curricula such as the department of insurance or the extensive evening 
division, provide education otherwise unavailable in the Puget Sound area. 

A most significant feature of the private institution lies in the tax-free nature 
of the services. The entire plant and faculty are offered each year at no cost 
to the taxpayer. The State would have to provide well over $3 million to public 
institutions for these students, in addition to capital construction funds. As the 
student population doubles, tax savings will increase appreciably, making it in 
the interest of the community and the State to aid the expansion of the private 
institutions wherever possible—simply as a tax-saving measure. 


RELATIONSHIP TO URBAN RENEWAL IN GENERAL 


The two qualifications for consideration in urban renewal programs are: 
(1) An urgent need. 
(2) A willing agency. 
Seattle University’s urgent need is much broader than a local problem. It is 
a national crisis. The critical reevaluation of the needs of higher education is 
currently proceeding against the stunning Russian technical advances. 
Acquisition of land is a major deterrent to the expansion programs of most 
urban institutions. Nearly all such universities are located in areas of neighbor- 
hood decay. Over 20 institutions are presently involved in urban renewal pro- 
grams across the country. Under the direction of the Association of American 
Universities and Lawrence Kimpton, chancellor of the University of Chicago, 4 
nationwide survey is being conducted to evaluate the role of universities in 
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urban development. A national program is expected to emerge from this study 
for possible Federal and State action. 

The nature of these various university urban renewal programs range from 
simple sale of land, as with the University of Santa Clara, to the private rede- 
velopment of lands adjacent to the University of Chicago through special per- 
missive State legislation. 

Universities known to be involved in urban renewal programs, including both 
public and private institutions, are— 


Columbia University Johns Hopkins University 
Barnard College Temple University 

Jewish Theological Seminary University of Alabama 
Teachers College University of Chicago 

Pratt Institute Illinois Institute of Technology 
Long Island University Knox College 

New York University Philander Smith College 

Yale University St. Louis University 

Western Reserve University Santa Clara University 


Case Institute of Technology 


RELATIONSHIP TO SEATTLE URBAN RENEWAL 


A recent Seattle Times editorial praised the decision of the Seattle First 
National Bank to construct a branch bank on Jackson Street, saying in part 
that, “This substantial private enterprise undoubtedly will give added impetus 
to the urban redevelopment project,” and “The construction of a large and 
handsome new branch bank building in the heart of the area’s business section 
will contribute much to this program.” 

Seattle University, in no less a manner, would compliment and add impetus 
to the rehabilitation of the area already chosen for urban development. The 
extensive magnificent landscaping of property already acquired by the university 
is an indication of the potential of creating an island of floral and architectural 
beauty within the heart of the city. 

One of the earliest agencies interested in urban renewal, Seattle University 
offers the following arguments for inclusion of its area of expansion in the first 
request for Federal study funds: 

(1) The urgent need.—The time factor places the doubling of enrollment to 
begin in 1961. These students are presently in our high schools. The lapse 
of time between the survey and acquisition is already critical. The university 
is ready to act in the capacity of a cooperating agency immediately. At top 
speed, acquisition lies 2 to 3 years beyond completion of the survey, which is 
yet a year and a half away. 

(2) Acquisition cost prohibitive-—Present acquisition, at above appraisal 
value per lot, places each block above $200,000 and simply beyond the capacity 
of the university to pay. Under urban redevelopment, the land would be 
reappraised for bid under its new usage as university property. 

(3) Providence Hospital Nursing School.—As an integral part of the univer- 
sity this plant lies within the urban renewal project area. Thus, the university 
crosses over the boundaries of two planned neighborhoods. 

(4) Blight area suggested for erpansion.—The area immediately south of the 
present campus has already been surveyed as blight, and it lies immediately 
adjacent to the area recommended by SURE for rehabilitation. 

(5) Current danger of incidents.—As the university presently brings students 
from all over the State and area, it must be responsible for their safety. Inte- 
gration of a complete campus would reduce the danger of some unfortunate 
incident. 

(6) High homeownership reduces relocation problems.—Should the area be 
redeveloped, most owners, receiving fair value for their land, would be enabled 
to find homes elsewhere with little relocation problems. Over 90 percent of all 
land is acquired without problems in urban renewal with absentee ownership 
being the main stumbling block. In addition, the university would aid in the 
relocation as a cooperating agency. 

(7) City planning commission street vacation plan.—The recent study by the 
planning commission indicated the feasibility of the vacation of streets from 
Madison southward to the suggested James-Cherry Streets arterial. Seattle 
University desires to plan and accommodate its expansion within these 
suggested limits. 
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(8) Values to city —Representing a capital investment of over $8 million at 
present, the expansion of university facilities would not only beautify an area 
of present blight, but would provide a great cultural and civic advancement. In 
addition, certain improvements would permit the city to write off a portion of its 
participation. 

(9) Potential of alternate programs.—The inclusion of this area in the origina] 
study would not necessarily mark it for immediate action, but would give both 
the city and the university further opportunity to study the values suggested 
above. 

In particular, it is feasible that private and public interests on First Hill 
may wish to explore joint cooperative programs such as Morningside Heights, 
Inc., in New York City, and the University Circle plan in Cleveland. Seattle 
University is cooperating in the national survey of universities in urban re- 
newal and hopes to develop new factors from this study. 

(10) Early interest and investment by Seattle University—Upon the comple- 
tion of an exhaustive self-study of capabilities, the university has already in- 
vested substantial sums in professional surveys by the Stanford Research 
Institute and the G. A. Barkley & Co., Inc. 

Immediately after the appointment of the SURE committee, university officials 
began a survey of urban renewal. It now is prepared to cooperate with SURE 
in a major project area. 

(11) Natural boundary areas for university expansion.—The natural traffic 
barriers of Broadway, Madison, and 12th Avenues, together with the projected 
James Street arterial form a natural boundary for future university develop- 
ment. The private development of clinics and other business already in this 
area creates a special problem for the university. Not being in a position to 
bargain competitively for individual lots, the university through urban re 
development could chart conclusively its borders and create a sound plan of 
development within them. This kind of planning for intelligent use of space is 
presently subject to the constant fluctuation of real estate in the area. 


CONCLUSION 


Seattle University seeks consideration for the inclusion of the area im 
mediately south of the present campus within the Federal study area. The 
immediate urgency of developing doubled facilities within 5 years, plus the 
special advantage of being able to act as a cooperating agency, places the uni- 
versity in a unique position to work with SURE. While the university 
recognizes that the study funds do not commit the city to any definite plan of 
action, inclusion of this area would place the city and SURE in good position 
for any future redevelopment program which may emerge from the current 
nationwide study of universities in urban renewal. Finally, the provision of 
adequate educational opportunity for our youth is of paramount consideration. 
Surveys indicate that many college graduates tend to settle in areas near their 
universities. Seattle and the Pacific Northwest cannot afford to export its most 
precious natural resource in its trained youth. 

Seattle University is faced with a severe crisis. Sixteen hundred new 
students have applied to enter our school this 1958 fall quarter. We badly 
need space immediately, and our hope is that the urban renewal project will 
assist us in expanding so that we can better serve the youth of this area. 
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Senator SPARKMAN. A letter and article received from Mr. Porter 
Butts, of the Association of College Unions, will be inserted in the 
record. 

(The material referred to follows :) 


ASSOCIATION OF COLLEGE UNIONS, 
January 23, 1959. 
Senator JOHN J. SPARKMAN, 
Chairman of the Subcommittee on Housing of the Senate Banking and Currency 
Committee, Senate Office Building, Washington, D.C. 

Deak SENATOR SPARKMAN: We have just learned today that the Senate Sub- 
committee on Housing of the Senate Banking and Currency Committee will meet 
January 26 to receive testimony regarding the college housing loan program. 

The Association of College Unions, representing 350 institutions of higher 
learning, would like to be recorded as strongly supporting the recommendation 
of the American Council on Edueation that the college housing loan bill include 
an authorization of $50 million for student union buildings (or student centers) 
and related facilities. 

We are submitting with this letter the statement of “The Case for the Con- 
tinued Federal Financing of College Union Buildings” as presented last October 
7 to the College Housing Advisory Committee and the Housing and Home 
Finance Agency staff at Washington, with the request that this statement be 
given to the committee and made a part of the record of the hearing. 

This attached statement is made on behalf of the Association of College 
Unions and is based upon a resolution adopted unanimously by 300 delegates 
from colleges and universities assembled at the national conference of the asso- 
ciation last April. It elaborates upon the case for Federal loans for unions 
submitted by our association and the American Council on Education to the 
Senate and House subcommittees last spring. The evidence and arguments set 
forth in this statement apply fully to the present situation, especially since the 
loan fund previously authorized for college unions is now completely exhausted 
and the need is as great, or greater, than ever. 


510 HOUSING ACT OF 1959 


We earnestly invite a reading of this case for the continuation of the loan 
program for union buildings because we believe it will help clear up some con- 
fusion existing in some quarters concerning the part such buildings play in the 
housing program. We deeply appreciate the consideration your committee has 
given in the past, and will be giving in the future, to this phase of the college 
housing program. 

Respectfully submitted. 

PoRTER BUTTS, 
Member of the Executive Committee and Editor of Publications. 


{From the Bulletin of the Association of College Unions, vol. XXVI, No. 4, December 1958} 
THE CASE FOR THE CONTINUED FEDERAL FINANCING OF COLLEGE UNION BuI.pines? 


By Porter Butts, Editor of Publications, Association of College Unions 


I assume there is no need to present anew to this advisory group, the Housing 
Agency, or perhaps even to Congress a justification for Federal loans to help 
accomplish the housing that colleges must have if they are to do the job of 
accepting and educating students that everybody wants them to. But there does 
appear to be a need to restate the case for one phase of the housing program, 
because there have arisen some misconceptions over what college housing is and 
the ways in which it must be arranged at a given institution. 

The policy subcommittee of the college housing advisory group, for example, 
in 1957 reported it did not feel the same sense of urgency about union loan appli- 
cations that they did concerning dormitories. And we are all aware of President 
Eisenhower’s advice early this year: “To meet the increased needs for college 
housing arising from soaring enrollments, Federal loans to colleges should be en- 
tirely for essential dormitories, and should no longer be made for student unions 
and other less essential facilities.” 


EATING LESS ESSENTIAL THAN SLEEPING? 


The case for the union phase of the housing program, reduced to its simplest 
terms, is that a house consists of a bedroom, dining room, and living room, and 
that on the college campus the living room and the dining room are commonly 
called a union. 

To start with the dining room: I think we ought to be able to muster support 
from the Budget Bureau, the President, and Congress in the forthcoming session 
for the proposition that eating is not less essential than sleeping. (I believe 
if you asked college students, the object of all our efforts and affection, they 
might say eating is more essential than sleeping. ) 

I do not mean to beg the question and leave it there. I wish now to demon- 
strate that the union is, primarily, a dining room. 


DINING THE UNIVERSAL CHARACTERISTIC 


In a nationwide survey by our Association of College Unions it has been 
confirmed that virtually every union includes a dining facility. Ninety percent 
include a lunchroom and snack bar; 72 percent include general cafeterias. 
Eighty percent include lounges, necessary as a place to be before and after 
meals, and 72 percent include the checkrooms necessary as a place to hang your 
hat while eating. Aside from these dining and dining-related facilities, no other 
type of facility is found in as many as half of all unions except for meeting 
rooms, ballroom, and table tennis—and meeting rooms and ballroom are im- 
portant in taking care of the group dining needs of a campus. 

So far as the HHFA-approved unions are concerned: the agency reported in 
April that of the 70 union projects processed to reality up to November 30, 
1957, 59 were for buildings which served the dining needs of students, function- 
ing as essential complements of dormitories. 





DINING THE KEY UNION NEED 


Dining was not there just because the colleges wanted to please the HHFA 
and be surer of getting a union loan. Dining was the prime need that prompted 
the applications. I have seen the results of the surveys of what students want 


1A statement presented at the meeting of the College Housing Advisory Committee and 
Housing and Home Finance Agency staff at Washington, Oct. 7. 
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most and need most in a union—surveys conducted among students as part of 
the planning process of making a union fit the needs of a particular campus. 
In every one of 16 surveys conducted on campuses large and small, residential 
and nonresidential, liberal arts or technical, coed or men only, a lunchroom— 
place to eat—was the No. 1 demand and need out of some 35 typical facility 
needs. A cafeteria was often second, especially at commuter institutions; even 
after including those colleges where many students are fed in dormitories and 
fraternities, the cafeteria ranked fifth. 

If a union were to consist of only one facility, it would be a lunchroom, or 
snack bar. Many unions on small campuses are just that. 


MOST UNION SPACE IS DINING SPACE 


But, one may rightly ask, granted student need and demand, and granted 
virtually all unions include dining, is not dining only an incident to many 
other facilities that one could say are less essential? 

The answer is no. 

I picked six unions at random from among many for which I have detailed 
area data, and which have applied for HHFA loans. The dining and kitchen 
areas, with the supporting entrance facilities, washrooms, and mechanical space 
necessary to a usable dining hall, ranged from 52 to 77 percent of the union 
area, for an average of 62 percent- 

This is fairly typical also of unions already built. The core of almost every 
union is its dining facilities. And it is almost a universal truism that more 
students are served every day by the union’s dining facilities than all other 
union facilities put together. 

WHY THE DOUBT? 


Why, then, is there any doubt about extending the union loan program? It 
is because some do not understand the nature of the housing and dining needs 
on many campuses, and they do not understand that it is the facility we call 
a union that furnishes the answer to part, or all, of the need. 

(Here let me pause to say that I am not speaking just for myself but am re- 
ferring to a statement adopted unanimously by the 300 delegates assembled 
at our national conference of unions last April and am reflecting the case for 
Federal loans for unions as it was subsequently presented by our association 
to the Senate and House Subcommittees on Housing—both of which groups ap- 
peared to concur, because they increased the allocation for union loans as 
the American Council and the Union Association recommended, from $25 mil- 
lion to $50 million. And, as you know, both the full Senate and House also 
passed the Housing Act by a wide majority—with this $50 million allocation 
in it—through, unfortunately, since the bill came up under suspension of rules 
in the House, it fell a few votes short of the two-thirds vote required.) 


TWO WAYS TO PROVIDE DINING 


Unless the matter is explained, when you speak of housing, or a housing act, 
people think of a house—or in the case of colleges, of a dormitory—and they 
assume that whoever lives in it is going to do both his sleeping and eating 
there—under one roof. 

The thing that calls for clarification and understanding throughout is that in 
the college situation dining facilities are provided in one of two ways: either 
as part of a dormitory or in a separate structure. 

The strikingly noticeable trend in recent years has been to build a separate 
central dining hall for the purpose of feeding dormitory students and to feed 
other students there too—for the simple and compelling reason that it is far 
cheaper to build and operate one central dining hall than it is to build and 
operate separate dining rooms and common rooms in each of several dormitories, 
and then build another dining service for other students besides. 


SEPARATE DINING POSSIBLE ONLY AS UNION LOAN 


4 When you have built a central dining hall and added the necessary support- 
ing common rooms and services—washrooms, a place to hang your coat, a lobby 
that lets the cafeteria lineup get in out of the rain, and a lounge where you can 
wait until the dining room opens or read a newspaper—what you have is the 
core of any union. And this is what these central buildings are commonly 
called—unions or student centers. 


‘ 


512 HOUSING ACT OF 1959 


Then, on Many campuses, as we all know, the college needs few dormitories 
or none whatever, simply because students don’t sleep on the campus; they sleep 
at their own homes. These are the urban institutions where from 50 percent 
to 100 percent of all students commute from a distance. But when they’re on 
the campus they have to eat and have a place to be between classes. Hence, 
again, the dining center and living room—the “union.” 

But, as I understand it, it is possible to build such dining halls and living 
rooms for commuters and for students housed in dormitories constructed with- 
out dining facilities only under the union and student center authorization of 
the College Housing Act. 


rHE GROWING COMMUTER REQUIREMENT 


To terminate the union phase of the Federal program would thus result in a 
serious imbalance in meeting the living needs of students. 

It would mean that urban colleges could expect no help in handling their 
most crucial problem—providing dining and elementary living space for com- 
muting students. This matter of taking care of the students who commute to 
college is not an incidental housing need. Looking ahead, we see that it can 
rightly be described as the main need. Prof, Kenneth Little, former Deputy 
Commissioner of the U.S. Office of Education, whose specialty is determining 
trends affecting educational planning, reports in a forthcoming issue of the 
Journal of Higher Education: 

“The plans and programs of the States reflect the development of a steady and 
rapid migration of people to populous areas. Colleges in these areas are grow- 
ing and expanding * * *. Most of the students who attend college in the 
future will be commuting students. This trend has meaning for those who are 
planning housing programs for the future.” 


NO PLACE TO EAT? 


For residential colleges, the ending of the union loans would mean that those 
which have already built sleeping-room-only dormitories, or are committed to 
this pattern in their campus planning, would be without the means of financing 
the necessary complementary dining halls, unless they could obtain private fi- 
nancing, which is very difficult for many institutions to arrange at terms they can 
afford, or to arrange at all. In other words, without the loan provision for 
unions, many institutions would have facilities where students could sleep but 
none where they could eat. 

In the case of still other institutions where more dormitories are yet to be 
built, should there be no Federal funds for financing unions, and the institutions 
are thus forced by revisions of the housing program to build the necessary din- 
ing facilities and common rooms as part of the dormitories—if they are to have 
any additional dining at all—it would cost much more to do it that way, and 
since such Federal funds as are authorized for dormitories would have to be 
spent on dining halls and common rooms within the dormitories, fewer bedrooms 
eould be built and many less students provided for under the dormitory part of 
the Housing Act than would otherwise be possible. 


SOLUTION IS UNION LOAN PROGRAM 


Thus, the union phase of the housing program, so far as dining is concerned, 
has the following important advantages: 

1. It permits colleges to meet the living requirements of students in a balanced 
way and in accordance with the local needs of a given campus. 

2. It accomplishes the necessary dining facilities at less capital outlay and less 
operating cost. 

3. It makes the funds for dormitories go farther in building more sleeping 
quarters and providing for more students. 

4. It provides the only means of meeting the needs of commuting students, who 
are already counted by the hundreds of thousands and who are likely to out- 
number all the students who live on or near the campus put together. 


CASE FOR LIVING ROOM FACILITIES 


Now if someone should say, “What about those other union facilities that 
aren’t dining; they’re the ones that make the program hard to sell,” I would 
answer: 
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First. For the most part they are not built with Federal loan funds. There 
are special cases and exceptions, of course, but as mentioned a moment ago, a 
sampling of union projects shows dining facilities, on average, running 62 per- 
cent of the project area. In dollar value, considering the expensive mechanical 
services and fixed kitchen equipment required, this dining and dining-related 
space probably averages 70 to 80 percent of the project cost. Federal funds 
loaned for unions to date average 72 percent of the allowable costs. The college 
pays the rest. 

Second. Consider your own house or apartment. Does it have a living room 
in it—a place to read, to talk with your friends, to play a game, to listen to 
musie? Again, I think we could find agreement that a house consists of a bed- 
room, a dining room, and a living room. These are the normal, minimum re- 
quirements of meeting the basic living needs of everybody. A house, thus, is a 
three-legged stool. Sit on a two-legged stool and you don’t stay off the floor 
very long. And it’s hardly an ideal posture for concentration on studying. 


DORMS, COMMUTERS RELY ON UNION 


Third. Recognizing this, the colleges plan dormitories that have lounges, dens, 
recreation, and other common rooms—and the Federal Government loans the 
money. Why not in conjunction with the union dining rooms, too? Many dorm- 
itories have been built with bedrooms only, in the expectation that the union 
will provide the necessary living space as well as the dining space. The non- 
dormitory student, stuck on the campus all day with no room of his own, needs 
even more than the dormitory student a place to sit down, a place to go between 
classes, a place to meet friends and play a game, listen to music, or hold a 
discussion. 

Fourth. To accomplish just a workable, decent dining hall, many of these sup- 
plemental living-room facilities have to be built in any case—unless one has in 
mind an oldtime army mess hall where you line up out in the weather—and this 
nobody wants to build for permanent college use if he can help it. A college 
shouldn’t be penalized because it adds to its dining room the necessary living 
space that goes with dining and calls it a union or center. 


HOUSING ACT RECOGNIZES NEED 


Fifth. The college housing law provides specifically for housing and other 
educational facilities, such as dining halls, student centers, or student unions. 
So the Housing Act recognizes that housing is more than shelter for sleeping. 
It speaks of dining halls and unions as additive. And what is union? The 
union from its beginnings in America 60 years ago, has provided—besides the 
central campus dining hall—living rooms, workrooms, and recreation facilities. 
Now it can’t provide separate living rooms for individuals, so some of the spaces 
are fairly large and varied. Considering that hundreds, even thousands, of 
students are involved, this should not surprise anyone. These central living 
spaces make the family life of the college possible, which educators everywhere 
regard as especially necessary in meeting the living needs and sustaining the 
morale of young people away from home. 


THE PRESIDENT’S VIEW 


The living room part of housing alone, quite aside from dining, fully justifies 
Federal financing of unions. 

At the turn of the century our own President Van Hise, of Wisconsin, appealed 
for our union in his inaugural address—because, he said, “‘When a student goes 
out into the world, no other part of his education is of such fundamental im- 
portance as the capacity to deal with other men * * * Nothing the professor 
or the laboratory can do for a student can take the place of his daily close 
companionship with his fellows.” 

In more recent years, one of the strongest proponents of providing a union 
and its living room and recreation space was Dwight EFisenhower as president of 
Columbia University. In his first meeting with Columbia students, addressing 
the young men he knew must be, along with others, the future leaders of this 
country in civie life or in war, and echoing his conviction, born out of his own 
long experience in leading men, that discouragement, poor morale, is the most 
paralyzing force that can afflict any human being and his effectiveness, he said: 
“You have not been given the facilities here that you deserve. I can tell you 
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one thing, gentlemen, I’m going to help you get them. I mean it. The day 
that goes by without your having had some fun, the day you don’t enjoy life, 
is not only unnecessary but un-Christian.” 
So Columbia now has a union building. 












THE CURRENT URGENT NEED 


The need of colleges for union buildings is still very great. 

Of more than 1,700 recognized institutions of higher education, only about 500 
have been able to finance unions to date. The remainder feed their students in 
classroom basements (in some cases only vending machines in the corridors are 
‘available) ; in temporary World War II (and even World War I) surplus 
wooden frame buildings that are firetraps; in old converted class buildings that 
are overcrowded and frequently serious fire and health hazards; in dormitories 
on a crowded triple-shift basis; or not at all. At many urban colleges where 
students commute, students must eat cold bag lunches, sitting on the stairs of 
class buildings, in parked cars, or travel long distances to downtown lunchrooms 
or back to their homes far away. 

We have seen countless such situations across the country ; we can name them. 
Few of these institutions without unions are prepared to handle well their pres- 
ent students, not to mention the increased enrollments to come. 

At our association office we hear every few days of colleges which are just 
beginning to plan unions to feed either their dormitory or commuting students, 
or both. In most cases they have been relying upon Federal loans. They ex- 
press grave anxiety over the news that HHFA loan funds have been exhausted. 























A PLEA FOR UNDERSTANDING 


I assume that urgent efforts will be made to win an extension of the college 
housing program. In this effort I make a plea for an understanding of the 
proposition that where college housing is concerned it is as important to provide 
a dining room and living room as it is a sleeping room, that eating and the 
chance to associate with one’s fellows are as necessary to a college student as 
they are to anybody else—and that in many, many cases the central building we 
call a union is the best answer, and in some cases the only answer, to the par- 
ticular, pressing question of where the student, whether he sleeps in a dormitory 
or sleeps at home, will get his meal. 


Senator SPARKMAN. Who is next? 
Mr. Baucuman. I am. 














STATEMENT OF GEORGE F. BAUGHMAN, VICE PRESIDENT AND 
TREASURER, NEW YORK UNIVERSITY 


Mr. Bavcuman. Gentlemen, I am George F. Baughman, vice presi- 
dent and treasurer of New York University. Thank you for the privi- 
lege of permitting me to tell you about New York University, an urban 
institution located on seven sites within New York City. 

The university is a private, nonsectarian institution, a private uni- 
versity in the public service. In his recent annual report, our presi- 
dent, Dr. Carroll V. Newsom, pointed out that this concept of service 
has always been predominant. It has been the source of the university’s 
past strength. 

When New York University first opened its doors in 1832, a total 
of 158 students reported for classes in rented quarters. New York City 
then had a population of 202,589. In the fall of 1958, the university 
had a total enrollment of more than 40,000 and the surrounding city 
had a population of more than 8 million. 

Albert Gallatin, Secretary of the Treasury under Presidents Jeffer- 
son and Madison, was the first president of the university’s governing 
council, and he ably cited two objectives for the university. “One is to 
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elevate the standard of learning,” he said, “and the other is to diffuse 
knowledge and to render it more accessible to the community at large.” 
The founders of the university also wanted to establish what for their 
day was “a different kind of institution,” one that was to make higher 
learning available to all qualified students without regard to social 
status or other artificial criteria. 

Today the university’s community at large includes the Nation and 
the entire world. Every State is represented in our student body, and 
we now have more than 2,000 students from some 90 other nations. 
More than half a million living persons have taken courses at New 
York University, and many more, countless more, have been served 
by the university in its medical and dental clinics, in special seminars 
and institutes, and through its research laboratories. 

Our 14 schools, colleges, and divisions have a full-time and part-time 
faculty of 3,900. They offer some 2,500 courses that lead to 30 differ- 
ent degrees. One out of every 20 master’s degrees and 1 of every 
30 doctor’s degrees in the Nation are granted by NYU. As an ex- 
ample of our service to the community, the university’s college of den- 
tistry has trained fully one-half of the dentists practicing in New 
York City and one-third of the dentists in New York State. Its 
clinics, meanwhile, have been taking care of 550 patients a day. 

New York University has a broad and varied adult education pro- 

ram that last year reached more than 18,000 persons. We also have 
se a pioneer in educational television. Since 1957 some 120,000 per- 
sons in a 75-mile radius of New York have watched every weekday 
morning as the university presented college-credit courses on WCBS- 
TV. 

Our research contracts with Government and industry now account 
for more than $1014 million, or a little more than a fifth of the univer- 
sity’s total income. Our annual budget exceeds $42 million, and for 
every tuition dollar we receive we must raise a matching dollar. The 
cost of maintaining our $109 million plant is $4 million a year. Since 
1951, the university has completed or contracted for additional facil- 
ities costing some $70 million. 

The main campus of New York University is located at Washington 
Square in Manhattan’s Greenwich Village, an area that for many 
years attracted the artistic and literary leaders of the Nation. In the 
university’s first building on the square, one of its faculty members, 
Prof. Samuel F. B. Morse, sent the first telegraph message from 
one classroom to another. Mark Twain, Edgar Allan Poe, Walt Whit- 
man, Winslow Homer, Edna St. Vincent Millay, John Dos Passos, 
and many other writers and artists lived and worked in the area. 
Thomas Wolfe worked and taught at the university in the 1930’s. 

The Nation’s colleges and universities anticipate a tidal wave of 
enrollment in the next decade anda half. Weat New York University 
have felt the first ripples of this trend. During the current academic 
year, we have had a 14-percent increase in freshman registration and 
a 6-percent overall increase in registration. There are now an esti- 
mated 3 million students on the Nation’s campuses. By next year the 
figure may swell to nearly 5 million and by 1970 it may become 
10 million. However, if our facilities at New York University remain 
the same during this period, we can expect an increase of only 25 
percent in enrollment. Therefore, we will not be permitted nor able 
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to carry our share of the load. This will mean that not only will 
we be falling behind other institutions, but we will be letting the 
Nation down at a time when our facilities are needed the most. 

Universities also are accepting, and will accept in the future, tre- 
mendous research responsibilities. The advent of the space age has 
increased the burden in this area immensely. This year alone at 
NYU our research budget is expected to go up some $4 million, rising 
from $10 million to an estim: ated $14 million. 

Obviously, the Nation’s universities will have to expand on a vast 
scale to meet the demands of increased enrollment and stepped-up 
research projects. 

We at NYU operate 83 buildings on 74 acres of land. Many of 
the buildings are in need of modernization. In addition, there is a 
shortage of teaching space and a pressing need for dormitories. We 
also need new laboratories, offices for fac ‘ulty and administration per- 
sonnel, and additional space for eating and recreation. We require 
these, we must have these, if we are to meet the challenge of the 
years ahead. 

New York University is engaged in one of the most extensive, and 
thus most expensive, capital improvement programs ever undertaken 
by an institution of higher learning. The goal is to bring the quality 
of our present facilities to the level our programs require and to 
expand our plant to accommodate the expected enrollment growth. 
We are now launching a $100-million development campaign to meet 
these needs. However, the buildings we now are constructing and 
those on the drawing boards will oce upy all the space currently avail- 
able to the university. 

The problems that face us are indeed staggering. We must plan 
our space expansion in such a way that each university activity oc- 
cupies the best possible location for effective functioning. At the same 
time we must keep in mind the esthetic requirements, suggesting as we 
go the means of creating a unified cultural center without imposing 
intolerable restrictions upon future designers. The new campus areas 
also must be integrated with their surrounding neighborhoods and not 
isolated from the city they serve. 

During this physical expansion we must keep to a minimum the dis- 
location of existing facilities. And all these developments must be 
properly spaced over the years so that the change comes gradually yet 
swiftly enough to meet the burgeoning demands. 

Very often in our building programs we have been unable to as- 
semble adequate plottages within an area made up of many small 
landholdings. At such times the advantage of eminent domain would 
have saved us many precious months and many (equally precious) 
thousands of dollars. Naturally, it would always be the policy of the 
university as a public service institution to recognize, in any program 
of expansion, the existence in the neighborhood of structures of sound 
quality or historical value which are to be preserved. 

For example, in two of our multi-million-dollar projects—the Loeb 
student center and the graduate business school structure—construc- 
tion was held up by one small landholder. At the Loeb site the one 
landholder would not sell to the university even though he was offered 
more than three times the appraised value of his property. The uni- 
versity had to build around his property at greatly increased costs. 
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Unfortunately, the man’s property has become valueless. Thus, all 
parties concerned have lost. 

New York University also encounters many problems in trying to 
build cohesive campuses that would permit the use of central facilities 
such as heating plants and police and guard patrols. To give some 
small idea of our policing problem, I will point out that every day 
between 160,000 and 200,000 persons move in and out of our doors, 

In our urban environment at Washington Square we face a number 
of additional obstacles in planning for the future. One of these is 
the deterioration of adjacent neighborhoods. The onetime residential 
sections just south and east of us are now the sites of tall loft build- 
ings. Manufacturing plants are located there and trucks pass by 
our doors in a constant stream. 

Within walking distance of the university is the Bowery and its 
flophouses. Many of its residents wander over in our direction, and 
some of these derelects prefer our doorsteps for sleeping quarters. 

Hardly in keeping with the academic atmosphere are the flashy 
night clubs in the regions bordering our campus. Most of them dis- 
play on the street pictorial representations of the floor shows to be 
seen inside. 

Like many other urban areas, the Greenwich Village neighborhood 
isan aging one. And much of the section near our campus is tied up 
in estates and trusts. For example, Sailors Snug Harbor owns prop- 
erty on two sides of us. It holds this land in perpetuity, but does not 
occupy it. Currently the buildings on it are leased to the university. 

Gentlemen, it comes to this: Without the right of eminent domain, 
our institutional planning and development could be totally blocked 
for the future. We, as a private institution, do not ask for anything 
but the means to help ourselves meet the tremendous problems of edu- 
cation that we will encounter in the years ahead. The proposed 
amendment, we feel certain, will enable New York University—and 
many other institutions—to discharge properly its educational re- 
sponsibility. 

Gentlemen, it is your future as well as ours that concerns us. 

I will summarize a few of the high points that will help to let you 

feel that New York University is a representative situation of a typical 
urban institution and to present to you some of our problems as to why 
we feel that such an amendment is necessary. 
_ First, we are speaking for the private institutions, most of which are 
mm public service and are time honored institutions and have taken 
many years, in some cases, even generations to assemble faculty, re- 
search libraries, and other resources that are going to be so vital in 
our expanding education requirement. 

We are no longer an institution of one area and supported by only 
one area. We are really institutions at large. For example, my 
Institution, at the present time, has students from every State in the 
Nation. We have students from 90 other nations, 2,000 foreign stu- 
dents, and we have had more than half a million students who have 
passed through our doors at New York University. 

Now, if it were not for our facilities, you would not have heard 
the name of Joseph Salk or Walter Reed or other people of this 
hature and it is for this type of future generations and future de- 
velopments that we so urgently present our needs to you today. 
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We are a rather large institution, but most of our urban institutions 
are. Our faculty alone numbers 3,900 members. Our student body 
is in excess of 40,000 people, and our whole family together will num- 
ber between 60,000 and 65,000 people. Every day there is an excess 
of 200,000 people that pass through our doors. Our sunrise semester, 
that is over TY, is rated at the present time with a viewing audience 
of 120,000 people every morning. 

Now, we are making this case to you because as the future comes 
‘much quicker than we anticipate, our ability to provide the facilities 
that are needed are going to be limited not only by the resources that 
we have already discussed with you and our predecessors have talked 
over—the earlier panel—but we have a serious land problem. 

These great urban universities find that their ability to find the 
space to put required added resources is a very difficult problem. We 
are a private institution without the right of eminent domain. Since 
1951, our institution has either started or completed $80 million worth 
of new buildings. This has used up practically every resource that we 
have. Yet we find we are just starting becanse we expect by 1970, 
as everyone else will, that this tidal wave will have engulfed us. 

As a matter of fact, it is already a ripple as far as we are concerned 
because this year alone, our freshman class increased by 16 percent 
and when that is at the freshman input level, imagine what that does 
to you as sophomores, juniors, seniors, and graduate programs. 

Take, for example, our graduate program. One out of every twenty 
master’s degrees given in the United States has been given at New 
York University: 1 out of every 30 doctor’s degrees given in the United 
States has been given at New York University. It is this type of 
resource that we have to keep our research programs going, keep engi- 
neering in the country going and these other facilities. 

At the present time, we need a $100 million development program 
to meet our foreseeable need at the present time. We need the land 
to do this. I have before me here, certain exhibits that I would like 
for you to just spend a moment to see and that will present our 
problem. 

The first exhibit—I will pass them around the room in this direc- 
tion [indicating]—shows New York University’s main campus on 
Washington Square. If you will look to the back side of the picture, 
you will see how every piece of plot is a 20- or 30-foot building, indi- 
vidually, independently owned. The ability to gather plottage, to 
try to put future buildings together, under such conditions obviously 
is a rather difficult if not impossible task. 

Next, I would show you several pictures of the type of structures 
that are right adjoining uur campus so you will see what the environ- 
ment is in which we try to educate 40,000 students. 

Next, I will show you a picture that is right back of our building 
where some young man is sipping his cough medicine. As you know, 
we are located in the area of Greenwich Village and also stretches 
somewhat toward the area affectionately referred to as the Bowery. 

Now, we will get to a more specific point, mainly, one of our major 
buildings under construction. We had to completely revise its archi- 
tectural design because we could not acquire one small piece of prop- 
erty that is 20 feet wide in the heart of a block. We acquired every- 
thing else in the block excepting this one piece of property. We 
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offered three times its appraised value and were yet unsuccessful, so 
our building had to be completely redesigned at extensive cost. 

We had to make it a much less effective building and we had to 
spend nearly $80,000 to support the single small building which we 
could not acquire, so we could build around it. These two pictures 
will show how the one building is right in the very center of our 
project. 

We have a second building under construction and the same thing 
is apparent. We have a building that is right in the center of the 
plottage. We cannot acquire it because of an estate situation and 
we are going to have to spend as much as $200,000 to avoid a 20-foot 
piece of property. 

Gentlemen, everyone loses in this situation because the property 
owner also loses for the reason that our encirclement prohibits that 
land from being utilized for other purposes later. They cannot put 
a bar or a Greenwich Village night club in it because our new build- 
ing will be rated as a classroom educational building and, therefore, 
we cannot have that type of facility in the New York law adjacent 
toour building. Everyone loses. 

Well, several years ago, we took advantage of your renewal pro- 
gram for housing development, This was the South Washington 
Square. In a way this helps our program but also hinders our pro- 
gram. It helps us in that we get better housing and improved en- 
vironmental situation. But, by the same token, it hurts us because 
we have frozen in a major multi-million-dollar development that 
freezes any program development of ours to the south in later years. 

We are frozen to the north by an estate or really a landholding 
in perpetuity, a sailor in Snug Harbor, and in the center is Wash- 
ington Square. Where do we go, gentlemen, to the future? This is 
our problem and we are not unique. These other institutions that are 
represented here today all have comparable situations. 

I bring you this, merely as an exhibit case, that you can question 
me on, merely to help you realize we cannot meet the future if we do 
not have the land upon which to build. How can we provide married 
student quarters, faculty housing, classrooms, laboratories, research 
facilities, if there is no land to put these facilities? 

I would like for you to share this problem with us because it is your 
future, as well as ours, and we feel that you have the means to help 
¥ in this amendment to do a very wonderful forward step for urban 
education. 


Senator SparkMan. Thank you, Mr. Baughman. 
Mr. Moore. 


STATEMENT OF JOHN L. MOORE, BUSINESS VICE PRESIDENT OF 
THE UNIVERSITY OF PENNSYLVANIA 


Mr. Moors. I am John L. Moore, business vice president of the 
University of Pennsylvania located in Philadelphia. 

[ have filed a statement with the committee. The University of 
Pennsylvania had its beginning in 1740, as a small local Philadelphia 
institution founded by Benjamin Franklin. In the intervening years 
it has grown to become an institution serving the State of Pennsyl- 
vania, the United States and the world. 
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Our problem at the University of Pennsylvania is land and I shall 
confine my remarks to that problem. The university is situated in an 
area which is predominantly residential and commercial with blighted 
areas on the periphery of the campus. The university now serves the 
educational needs of some 17,000 students. The value of the physical 
plant exceeds $100 million as it is today. , 

To meet its physical plant needs, the university has invested, since 
1945, the staggering sum of $41 million. All of the land available 
‘for expansion has been utilized including 11 acres made available 
through the Philadelphia Redevelopment Authority. 

To provide academic, residential, and recreational areas for the ris- 
ing tide of students, it is anticipated that the University of Pennsyl- 
vania will spend between $50 million and $70 million between now 
and 1970, provided land areas are available for such expansion. We 
need an additional 63 acres. 

To provide adequate land space for the erection of educational fa- 
cilities, we will necessarily have to have the advantage of the waiver 
regarding residential reuse as provided in the amendment. The Uni- 
versity of Pennsylvania and all other urban institutions will be most 
grateful if the assistance of the waiver is given to us. 

Thank you. 

Senator SparkMAN. Thank you, Mr. Moore. 

Do you have a statement, Mr. Farnsley ? 

Senator CLark. Mr. Chairman, I would like the record to show that 
Mr. Farnsley is the distinguished former mayor of Louisville, Ky., 
as well as his present capacity of counsel for the University of Louis- 
ville and, therefore, will be able to add greatly to our record. 

Mr. Farnstey. Mr. Chairman, members of the committee, I brought 
a couple of articles, one for the staff and one for the secretary. There 
is a current issue of an article entitled “New Job for Colleges—USS. 
Universities Will Complete More Than $5 Billion Worth of Buildings 
in the Next Dozen Years—and Give a Cultural Focus to Our Urban 
Civilization.” 

President Davis said he was sorry he could not come. He sent me 
to say he is for the amendments if I got a chance to put in a kind 
word for lending money for dormitories and buildings. 

There is one thing I would like to say to you and it won’t take a 
minute. Iam convinced after working with this thing for a long time, 
a wonderful job could be done in this country to help fill the vacuum 
that is created in our cities. American people will keep wanting to 
move out of the cities and it leaves a vacuum, not only the people, but 
the industries and retailing, and so forth. 

There are several reasons they do. One, they want to get on one 
floor and in the city it is a walkup operation, but universities, maybe 
because they are obsolete, I dont’ know, they can still use walkup 
buildings. 

European universities use the old buildings, most of them, in and 
around downtown. 

Now, it is wonderful to build new buildings, but I am convineed 
none of us appreciated how much we could save if we could renew 
old buildings. People will give universities buildings, you can buy 
them for little or nothing, and I believe they can be fixed up and 
used, and that will fill the vacuum; and that if the university is the 
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only thing you can work for and it is respectable to live near, and 
if you can have the professors living back down there, that will help 
bring back the middle class to the city. 

I think the students, as one professor for every 15 students, that 
we can fill that vacuum in the cities, with higher education, and no 
matter what anybody tells you, about how many students are coming, 
they are still underestimating it. Because not only are there more 
young people, but a bigger percent of them are going to want to go, 
and they are going to want to go longer. 

But the minute you try to borrow money or anything on an old 
building, they say that the building is worn out. The European uni- 
versities don’t know that, they are using buildings 400 or 500 years 
old. The trouble is American people believe a building wears out. 
If it is a good building, the only thing that happens is that you fail to 
maintain it. If we could just get some advisory help on how to renew 
old buildings we could do miracles. 

Ihave talked longer than I wanted to. 

Senator SparkMAN. Thank you, Mr. Farnsley. Your article will 
appear here. 

(The article referred to follows :) 


BUILDING FOR THE COMMUNITY: NEW JOB FOR COLLEGES 


U.S. UNIVERSITIES WILL COMPLETE MORE THAN $5 BILLION WORTH OF BUILDING IN 
THE NEXT DOZEN YEARS——AND GIVE A CULTURAL FOCUS TO OUR URBAN CIVILIZATION 


By Russell Bourne 


Last month the executive director of the Southeast Chicago Commission, an 
effective slum-battling agency that owes its origins and its continued life to the 
University of Chicago, looked out his window at the university’s Gothic spires 
and told a visitor: “It would have been easier for those men to have stayed in 
their ivory tower. But they chose the other way. The university elected to 
give leadership to the end that American cities may become not the symbol of 
failure but the evidence of the success of our American democracy.” 

Culture and art have been advanced in a variety of ways over the years. For 
the university the traditional pattern has always been to develop in sequestered 
spaces an environment and a curriculum that represented the beauty and order 
that graduates should later seek on a larger scale in the world beyond the gates. 
Recently, however, the universities have been adopting a less remote role, and, 
indeed, in many instances they are contributing aggressively, directly, and prac- 
tically to the building of a modern, metropolitan civilization. 

In the first place they have taken on the job of teaching many more students. 
Total university enrollments amounted to only about 1 million before World 
War II, but rose to 2 million immediately after the war and are 3 million cur- 
rently. An anticipated rise of 39 percent in the college-age population would 
indicate that there will be at least 5 million students enrolled in college by 
1970. But here another factor enters: a steadily increasing percentage of the 
college-age group has the ability, the means, and the desire to go to college. 
The upshot is that the 1970 college enrollment will stand at nearly 6 million. 

The task of making room for these culture-hungry millions by 1970 will be 
enormous. It has been estimated as a $13.5 billion undertaking—if building were 
to go on at the current per capita rate (an average annual capital expenditure of 
$4,700 per additional student). But present university building schedules pro- 
vide for only $5.5 billion of new construction—for the perennial reason that the 
public building dollar is elusive, even in an affluent society (see “Paying for 
Public Building,” p. 112). 

The universities are becoming shrewder about their pursuit of money, however, 
and are devising new money-raising techniques. Long-term revenue bond issues, 
for example (paid off by student fees or by charges to those members of the 
community who will use the facility), will produce 22 percent of the capital funds 
Spent for 1956 to 1970. Thus it seems probable that the college community will 
somehow manage to raise most of the money needed to finance its expansion. 
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COMMUNITY FOCUS 


Actually, the universities are confronted with a much bigger challenge than an 
expanding student population; they are confronted with the task of providing a 
cultural and intellectual focal point for the entire community. A number of 
institutions across the country are moving to meet this much broader challenge 
of community education, community improvement, and community planning. 

The University of Chicago, which helped set up the South East Chicago 
Commission in 1952, has since helped it push through $135 million of slum 
clearance and rebuilding in downtown Chicago. 

The University of Pittsburgh last month bought Forbes Field, home of the 
Pittsburgh Pirates, for $2 million, and will put up a new graduate school of 
social work there. 

Stanford, seeking the best community use for 9,000 acres it owns in Palo 
Alto, decided to use half of the acreage for academic purposes, half for 
residential, commercial, and light industrial development. A $15-million 
shopping center and an industrial park have already been built, and univer- 
sity talent is being made available to help develop the nonacademic areas: 
e. g., a Stanford professor rewrote most of the city charter; professors have 
been signed on as planning consultants to companies that are moving in; a 
Stanford engineer showed the city how to get into the utilities business. 

The University of Southern California, quietly working with Los Angeles 
city officials to improve the 150 blighted acres around its campus, has pro- 
duced the most ambitious renewal program in California: the university has 
agreed to buy or pay for the improvement of 60 percent of the area. 

The University of Wisconsin, which not only offers Madison residents 
monthly concerts, plays, and road shows, but also invites them to two or 
three lectures each day, recently spent $2.1 million for a new headquarters 
for its adult education activities. 

Thus, in many different ways, the colleges and universities seem to be trying 
to provide the cultural spark and focus for a richer U.S. society. The four uni- 
versities discussed overleaf represent four different types of college environment, 
and are making especially notable efforts to meet this challenge: 


1. HARVARD’S ROMANCE 


Harvard University, which has exercised prestigious cultural leadership in 
America for over 300 years, had recently rediscovered Cambridge. Harvard's 
famous yard, its gleaming cupolas above the river have long been popular images 
of the ideal of the privately financed university (private universities, inciden- 
tally, now enroll only 43 percent of all U.S. college students). But because of its 
aloof and independent character, Harvard traditionally has had difficulty com- 
municating with the city of Cambridge. And that difficulty did not ease when 
Cambridge began to deteriorate during the thirties. Faculty homes became too 
expensive to maintain; the professors fled to the suburbs; the splendid homes 
became dilapidated rooming houses. But no plans for the preservation of the 
city’s life were forthcoming from the university. 

In 1956, however, President Pusey accepted an invitation from the mayor of 
Cambridge to join the Citizens Advisory Committee on Urban Redevelopment. 
And in the same year Pusey announced a program for Harvard College whose 
major feature is the physical integration of town and gown. The program calls 
for the raising of $82.5 million, roughly half of which is to go into buildings 
across the city. 

An example of the building pattern that is being established by the planning 
coordinator, José Luis Sert, dean of the Graduate School of Design, is the $9 
million, 10-story office building that will be erected directly on Harvard Square. 
The multipurpose facility is designed to link Harvard Yard with the college's 
residential houses that lie on the far side of the busy, commercial square. On 
the upper floors there will be room for the university health services and office 
space for faculty administration. But, recognizing that the building would dis 
place a number of much-needed shops from the community’s center, Dean Sert 
has provided ground-floor space for modern stores, with a covered arcade for 
Pedestrian shoppers. Thus, the varied nature of the square will be preserved. 

The Harvard program also calls for the construction of a nonresident under 
graduate center, a sort of “commuters” house.” This proposed $1 million struc 
ture would give the 400 (out of 2,800) undergraduates who commute to Harvard 
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from the greater Boston area their own library, dining hall, and recreation 
rooms. Local students will no longer need to feel like second-class citizens. 

This, perhaps, is the most convincing evidence that Harvard—which has al- 
ready raised two-thirds of its $82.5 million goal—intends to be a major contrib- 
utory force in the development of a popular, rather than an elite culture. 


2, TEMPLE’S BATTLE FOR THE CITY 


Another private institution that has been admirably aggressive in its campaign 
to bring culture to a cramped, industrial city, is Philadelphia’s Temple Univer- 
sity. Eight years ago Temple shocked the city by buying an 80-acre suburban 
site and preparing to move to it. But last year Temple committed itself to 
staying in the city by embarking on a 10-year, $55 million campus enlargement 
aud improvement plan first outlined by the Vhiladelphia Planning Commission, 
later designed by Architects Nolen & Swinburne. 

Moreover, although Temple remains toaay a bumptiously independent pri- 
yate institution, it has been able to get financial assistance from Federal, State, 
and local government sources. First, Temple demonstrated its faith in its 
own program by putting up a 50-classroom building, financed entirely ($1.3 
nillion) by university funds. Next it appealed to the HHFA for a Federal 
loan to build a $1.5 million women’s dormitory (completed last year). Now 
it is concentrating on the planning of a $4 million science building which is to 
be completed by 1961. One-third of the money for this building’s land will 
come from Pennsylvania’s General State Authority (a public body established 
originally to help finance hospitals and other State building projects but recently 
given the go-ahead to assist higher education’s capital spending programs). 
The remaining two-thirds of the land costs will come from Federal urban renewal 
funds channeled through the Redevelopment Authority of the City of Phila- 
delphia. All the money for the building itself will come as a grant from 
the GSA. 

Thus Temple has already proved that the battle to establish a viable cultural 
focus in the city is worth waging, worth recruiting allies for—and can be won. 


8. ILLINOIS: THE STATE SOLUTION 


A State university that is trying valiantly to enhance the diverse cultural 
community which it serves is the University of Illinois. Although located in 
Champaign-Urbana, 125 miles outside Chicago, the university established a sup- 
plementary (and supposedly temporary) GI campus at Chicago’s Navy Pier 
in 1946. After the war, the city invited the university to remain since there 
was no publicly supported institution of higher learning in the city. 

Although the peculiarities of Illinois politics (a Republican agricultural south 
versus a Democratic industrial north) have slowed down the establishment of 
the city campus, it is now anticipated that $50 million of State funds will be 
spent for that purpose, and that the 4,000 freshmen and sophomores now at 
Navy Pier will be housed at the new campus by 1963. The site that city 
officials would most like to have the university use is right in the Chicago Loop. 
Their argument: The city’s life is being threatened by the social and physical 
degeneration of this central area; if the university is interested in preserving 
culture, that is the place to begin. 

Meanwhile back at Champaign-Urbana, university officials are having a job 
keeping up with more conventional growth problems: the combined city and 
university expansion has crowded the original campus, forcing new facilities 
to be built out toward the country, away from the community heart. The 
Planning that must be done and the buildings built to get ahead of these crises 
at Champaign-Urbana are expected to cost $190.5 million ($116 million of 
Which will come from the State, $60 million from HHFA loans and $14.5 million 
from a bond issue that will be paid off by student fees). The most spectacular 
structure will be a $7.5-million, Harrison & Abramovitz assembly hall that will 
look like a grounded flying saucer, and will house both athletic and cultural 
events for the mutual edification of the student body and the local citizens. 

By such means Illinois is attempting to meet the cultural needs of a State 
that is almost symbolic of the national scene, having changed so thoroughly 
from land-dependence to industry-dependence. 
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4. F.D..S HOMETOWN APPROACH 


An institution that is attempting an entirely new and different approach to 
the problem of providing educational and cultural opportunities in the ex. 
ploding metropolis is Fairleigh Dickinson University in New Jersey. Founded 
in 1942, in Rutherford, as a junior college, Fairleigh Dickinson literally takes 
its campus to the community. It now has three scattered locations in heavily 
populated northern New Jersey (Teaneck, Rutherford, and Florham Park), to 
which 11,000 night-and-day students commute by car from all parts of the State, 

To date, Fairleigh Dickinson has not considered itself able to afford architec. 
tural excellence. It was started on a shoestring (banker-industrialist Fair. 
leigh S. Dickinson’s gift of a $350,000 Victorian castle), and, although it has 
been greatly strengthened by contributions from local businesses, most of the 
$14 million spent on physical plant has gone into reconverted buildings that 
the university acquired when and where it could. When the trustees learned 
that the 184-acre Twombley estate in Florham Park was being offered for a 
reasonable sale price ($1.2 million), for example, they agreed to buy it quite 
without benefit of any master plan of growth. Such a plan is now being pre 
pared by New York’s Fellheimer & Wagner. 

It might be argued, of course, that the millions of dollars spent for slap- 
ped-together accomodations for a minimum program might have been better 
spent if more definite, qualitative ideas had been worked out of what the uni- 
versity wants to do—and be—in the community. But, on the other hand, Fair- 
leigh Dickinson in 1958, for the third year in a row, could boast the fastest- 
growing enrollment, percentagewise, of any university in the U.S. Because 
Fairleigh Dickinson is there, thousands of mobile, home-based young people 
are being educated who might otherwise not get a college education at all. 
Fairleigh Dickinson is an ingenious, if makeshift, arrangement that has brought 
culture within the reach and price range (annual tuition: $650) of middle- 
class suburbia. 

Thus, in an enormous variety of ways, U.S. universities are already striving 
to meet their new civic-cultural responsibilities. They will need the most 
talented assistance in architecture, planning, and financial imagination to ac- 
complish their purposes. If they succeed and if they can derive new strength 
from their more intimate contact with the community, they may provide the 
cultural focus for history’s first great, mass civilization. 


May I ask just this question. As I understand, you gentlemen are 
asking for the right to acquire land, which nominally might have 
been included in an urban renewal project, become a part of it, and 
to apply the money that you put into that, as a part of the local 
cost. And as I understand that, you are really asking for two things: 
one is that we change the formula on dominant residential require- 
ments, and the second, you are asking, not only—now it seems to me, 
this other could be done now, except for the 51-percent residential 
requirement, but you are asking us to go further, and to make that 
retroactive for 5 years. 

Have I analyzed it right? 

Mr. Levi. Let me come to the second for 1 minute. The problem 
you find in university campus, after university campus day, can be 
summarized by a situation that exists at one university very near 
Washington, not in Washington, however. They are surrounded by 
deteriorated commercial, taverns, warehouses, secondary usage. They 
have to get rid of them. Now, their choice is one of two things: 
Either they leave it as it is, because it is not eligible, or they acquire 
it under an urban renewal program, and at this point, they put 
housing there. 

Now the fact is, that for intelligent university planning, housing is 
the last thing in the world you ought to put there. This ought to be 


attached as an extension of the campus. This is limited to university 
situations. 
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Now the second thing is this, and I have had this experience. The 
University of Chicago has spent over $6 oe of its own money in 
dealing with these problems over the last ars. The job of trying 
to raise money from a donor to help a mnieanily solve one of these 
problems, unless you can get him some leverage, is almost impossible. 
You go to a fellow and ask him to make a cift toa unive rsity, and 
he says, “What are you going to do with the money?” You tell him, 
well, about some horrible building down the street, and you are going 
to acquire the building, you are going to have to pay $150,000 to 
$250,000 for it, and he says, “Then what are you going to do?’ 

Well, you are going to tear it down in most cases—in some cases 
Mr. Farnsley is right, should be rehabilitated—and then you will put 
more into it than it is worth. And he says to you, “Fine; you are 
going to tear it down.” “Right.” “Well, then, what is the land 
worth?” Well, the land may be worth $15,000 to $20,000. Well, 
people would like to give money to private education, and they do. 

The prospect of financing, you will pardon my candor, an insane 
real estate transaction doesn’t appeal to anybody. Now if you were in 
a position to say to him, “Look, this is part of an urban renewal 
area.” ‘The money you put up here will enable the university to do 
this job, will permit the city also to do the rest of its job, because 
the Federal Government will take the money the university has put 
into the plan as the equivalent of the city’s money, then you have 
something to talk to the donor about. 

And from the viewpoint of the city it is also important, because 
it is one way in which a university can, in effect, deal with its own 
community without a down-and-down argument. 

Senator SpaARKMAN. Allright 

Senator Capehart ¢ 

Senator CapenaArtr. Well, I have one solution for this, and that is 
you might move all these universities out to Indiana, Purdue, and 
Notre Dame, because we have a lot of room out there. 

Mr. Levi. What they say, sir, is one of your Indiana schools has the 
problem and it isa magnificent school. 

Senator Carpenarr. Why, I see your point and understand your 
problem. I dont’ see any reason why we shouldn’t do what you are 
suggesting. 

Mr. Levi. Thank you. 

Senator SPARKMAN. Senator Douglas. 

Senator Doveras. I am greatly cheered by this comment of my col- 
league from Indiana. I must say I think the witness has given very 
good testimony. 

Senator SpARKMAN. Maybe it was the persuasiveness of your fellow 
Chicagoan. 

Mr. Levi. We are proud of the fact that Senator Douglas is actually 
aresident of our community. 

Senator Carenarr. But he wants to move over to Indiana. 

Senator Doveras. I think I will quit while I am ahead. 

Senator SparKMAN. Senator Clark, do you want to ask any ques- 
tions ¢ 

Senator Crark. No 

Senator SparKMAN. Senator Proxmire ? 
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Senator Proxmire. Yes, sir; I would like to ask if my assumption js 
correct when I assume that from what Mr. Baughman, of New York 
University, said, that you are right now located in, that it is virtually 
impossible to participate in urban renewal expansion of your campus 
because of—at least the testimony as I understood what you said— 
that your campus is located in an area that just does not abutt on 
residential housing at all. Is that correct? 

Mr. Baveuman. That is correct. 

Senator Proxmire. Is this true in Chicago, too ? 

Mr. Levi. It is true in one part of our campus. It is true, as a matter 
of fact, Senator, in Milwaukee, relative to a part of the market problem, 
This tends to develop all over the country, one of the things that 
happens is that universities are magnets for population. People come 
and go. This tends to develop a kind of commercial use. 

In a Hyde Park project, for instance, we ended up with the most 
peculiarly shaped project because of eligilibity, which was required in 
part because we had to eliminate 20 taverns in 214 blocks. 

Senator Proxmire. Sounds like a real tragedy. 

Mr. Levi. Asa matter of fact, I can tell you, Senator, one of the most 
amusing episodes in the hearing in the city council was one of the 
alderman who was objecting to the program managed to photograph 
these buildings without including taverns, and he and I suggested 
that. And I suggested to him that we check them. He said he thought 
that would be all right, and how would we be sure, and I said I thought 
we would take a drink in each of them, and he volunteered he didn’t 
think we would finish the survey that evening. 

Senator Proxmire. When you say it is true in one part, is it a part 
that extends over 30, 40, 50 percent of your perimeter ? 

Mr. Levr. Precisely, precisely. 

Senator Proxmire. Is this true in Philadelphia ? 

Mr. Moore. Yes, sir. 

Senator Proxmrre. You are virtually surrounded or almost sur- 
rounded, and are in a position now where you are unlikely to be able 
to take advantage of urban renewal ? ' 

Mr. Moorr. We have commercial to the north, we have housing to 
the west, a great deal of the housing to the west is converted apart 
ment houses. 

Senator Proxmime. That is still eligible? 

Mr. Moore. Yes, sir. In the utilization of our land, as I say, we 
have spent $40 million since 1945, and we used every available inch 
that we had for buildings. Some of the area to the west would be 
eligible under urban renewal, yes, sir, and we even had an urban 
renewal project of $3 million, we obtained 11 acres to the north of us. 

Mr. Baucuman. For clarification, I should point out, urban re 
newal, as Senator Sparkman pointed out, has to go back into housing, 
and this is our problem, that it does not leave us the residue that we 
need for educational buildings, and if you do put it into housing, we 
have automatically frozen then again a perimeter into housing for 
number of years. 

Senator Proxmire. If it comes from commercial it has to go back to 
housing. 

Mr. Baveuman. It has to go back to housing in either way—— 
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Mr. Levi. No; if it is 51 percent at either end, it is all right. But 
here is the other problem. 

Senator Proxmire. Either end. 

Mr. Levi. Yes, sir. There ought to be a national policy that when 
a university needs land for expansion in an otherwise eligible urban 
renewal situation, that it is just as much in the national interest to 
Jet that land go to academic purposes as to put it to housing purposes. 

Now, I am completely sympathetic with the idea that urban renewal 
funds ought not be perverted into anything that any promoter can 
come along and manage to sell to any given body at any given point. 
But when you are dealing with schools of higher education you are 
not dealing with something that is a fast promotion, here today, 
and gone tomorrow. It has been here and it is going to be here. 

Now, one of the most bruising experiences, and I speak from real 
knowledge, is what happens when you get into a city council to get 
one of these projects approved where you are discussing an academic 
use. 

If the Congress were to recognize that this was a proper kind of 
a reuse, this would avoid the most bruising kind of controversies 
that we have in our municipal authority bodies. It is a miserable 
experience. 

Senator Proxmirr. Is it also true in Lewisville? 

Mr. Farnstry. It is both ways. Our position is that while we may 
not immediately need this, that any tools that the universities have, 
they need because they may lose the fight at best. 

Senator Proxmire. So you may not immediately need it, but you 
may ina few years as you expand ¢ 

Mr. Farnstey. Yes, sir; that is right. We try to permeate the 
area. We feel that we can help in all points. 

Senator CapeHart. Mr. Chairman, where else are you going to get 
the land to build your buildings and expand, if you do not get it from 
this source ? 

Mr. Levr. Well, what we have to do, is this: We have to do the best 
we can with what is immediately around us. Now fortunately in Ili- 
nois we have had some special legislation, for instance, an urban re- 
newal private act, where the University of Chicago, without any as- 
sistance from any Government body, except in the recognition of the 
fairness of a plan and then the right of eminent domain will be able 
toadd four square blocks for married student housing. 

But there is a limit to what you can do. Now one of the things this 
legislation may do is that it may in many States encourage recognition 
of higher education as a legitimate basis of the exercise of the public 
power to acquire land. Until somebody invents a high school I don’t 
know where all of these buildings that there is all this discussion about, 
whether they be for classroom or married student housing, are going 
tobe built. This is the serious problem. 

Mr. BaucuMman. I would like to elaborate on just one point, too. 
It is not only a question of land, but it is a continuity of land; they 
have to be contiguous to each other. We try to get the economies of 
central heating plants, well you just can’t go around the block or half 
a block; we try to get the continuity of police forces. In an urban 
tniversity this is a very vital thing. And here we have a university 
that has public doors, that are accessible to the public, that number 
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something like 450. We have to try to police these because they be- 
come sleeping quarters at night for undesirables, and even worse, and 
this becomes a major problem of trying to pull a campus together, 
to run it as an effic ient organization, so we can use our donor’s « dollar 
and our taxpayer’s dollar effectively and efficiently. 

Senator SparKMAN. What would vou do about the relocation of 
persons living in these properties / 

Mr. Levr. Well, if the program is a public program then, for in- 
stance, in Chicago the responsibility of relocation is a public respon- 
sibility in the sense that well, let’s take the Southwest Hyde Park, 
which is our own private program, where there isn’t any public money, 
We have entered into a contract with the Relocation Bureau of the 
City of Chicago to handle the relocation of the persons involved be- 

‘ause we recognize this is a public responsibility and a public trust, 
not in the sense that we are trying to slough it off, but in the sense 
this is something that has to be handled this way. 

We are actually paying for part of the cost of relocation. Under 
this suggested amendment, you still would have to get the approval 
of the local governing body of the municipality. W hat this really is, 
it is enabling legislation. 

Senator Sparkman. How badly would it injure your proposal if 
we approved all parts of it exe ept the 5-year retroactive portion ¢ 

Mr. Levr. What it would do would be this, and I think it would 
be an act of injustice to be candid about it. 

Senator SparkMANn. Injustice? 

Mr. Levi. Yes, sir. It reminds me a little of what happened dur- 


ing the war. I may recall there were constant arguments about 
mi uintaining prices, maintain prices, maintain prices, and finally the 


price freeze came. Now what had happened was that the fellows 
who had taken the injunction seriously, as a matter of patriotic duty, 
they ought to maintain the prices, got frozen to the low ceiling, 
whereas the fellows who in effect told the Administrator that he 
shonld go to the devil and paid no attention, had the increased prices. 

The fact is that the universities, which have been most alert to 
their responsibilities, as responsible corporate citizens, are the ones 
who have been spending of their substance. 

Senator SrparkMAN. This is something that is new to me, and I was 
just questioning it in my own mind, what the argument was, what the 
justification might be, for going back 5 5 years and picking up, when it 
would be a brand new program. It is not the same as if we had been 
running a program of some kind. This is brand new. You have to 
start it somewhere. 

If you are going back 5 years, why not go back 10 years? 

Mr: Levr. Well, the 5 years is a sort of a rule of thumb, on this 
theory, Senator. It has been perfectly clear for the last 5 years that 
two things were certain to happen. The first thing was we were 
going to “deal with this enormous increase in enrollment, and uni- 
versities that got ready to do that ought not to be penalized. 

The second ‘thing was this, and we now deal with the whole ques- 
tion and the whole subject of urban renewal. One of the great things 
that a university can do, as Mayor Lee said, is that this is one of the 

real magnets of a city. Where the university itself has begun to act 
as a responsible corporate citizen in spending its substance to main- 


tain and 
cific legis 
conscious 
Senato! 
resistance 
dential p: 
Senatol 
of my sup 
Senato. 
We starte 
ing. We 
and movt 
forth? } 
that still 
for helpi 
and pick | 
I was 1 
the treme 
local init 
you did t 
what we | 
I ment 
have to t! 
somethin 
Mr. Li 
convince 
us, and u 
this Nati 
weare ta 
I was 
sities, th 
subtract. 
of nation 
you can 
slum and 
One e 
Chicago 
rare, it is 
Now, 
assume t 
that equi 
Senatc 
Thank 
(The f 


During 
on behalf 
the provi: 
an urban 
more thar 
grant con 

Such p 
planning | 
Universiti 





HOUSING ACT OF 1959 529 


tain and assist itself in the community, within the limits of this spe- 
cific legislation, it seems to me that the ones that have been most 
conscious of this, and most conscious acting, ought not to be penalized. 

Senator SpARKMAN. You realize that there “has been considerable 
resistance to this idea of getting away from the predominantly resi- 
dential part. 

Senator Dovcgias. May I say, I have already waived a good deal 
of my supposition. 

Senator SpaARKMAN. I remembered some of your point of view. 
We started out with the idea that this was linked directly with hous- 
ing. We gradually worked out a program whereby we h: ad 10 percent, 
and moved it to 15. Isn’t it 15 now, skid row ‘amendment, and so 
forth? Now there is pretty strong urging on the part of liberalizing 
that still further. Suppose we do liberalize it and provide a program 
for helping the old city rehabilitate itself, then are we going back 
and pick up these cities that have already done it ¢ 

I was in a midwestern city not too long ago, and they showed me 
the tremendous job that had been done there. It had been done by 
local initiative. Are we going to be faced with demand from them, 
you did this, on a 5-year ‘retroac tive basis, how about taking care of 
what we have spent over the last 5 years ? 

I mention that in order that you may see some of the things we 
have to think about because it is not quite as simple as Just proposing 
something that is good, and just jumping right in and doing it. 

Mr. Levt. I realize you have a problem; on the other hand, I am 
convinced of one thing and it is something that is constantly before 
us, and underneath all of us. And that is the fact that the future of 
this Nation depends upon whether the institutions of the kind that 
we are talking about do their job. 

I was thinking as I read off this list for you in the list of univer- 
sities, there are few that you could name, there are few that you might 
subtract. But let’s face it, these were the institutions which in time 
of national crisis of any kind inevitably the Nation has to turn to, and 
you cannot, it is utterly impossible to run a great university with 
slum and blight. It can ‘t be done. 

One example, we have a piece of equipment at the University of 
Chicago that has to operate 7 days a week, 24 hours a day. It is that 
rare, it is that expensive, it is that difficult. 

Now, if our people live out in the suburbs then you can simply 
assume that the Nation loses 50 percent, 50 percent of the utility of 
that equipment at a time when we can’t afford to lose it. 

Senator SpARKMAN. Any further questions anyone ? 

Thank you very much. 

(The followi ing were submitted for the record. ) 


SUPPLEMENTAL STATEMENT OF JULIAN LEVI 


During the hearing on Janu: iry 26 on the urban renewal amendment presented 
on behalf of a number of urban universities, a question was raised concerning 
the provision which would make certain expenditures made by a university in 
an urban renewal area eligible for credit as a local grant-in-aid if made not 

more than 5 years prior to the authorization by the Administrator for loan and 
grant contract. 

Such provision merely recognizes the long lead time between application for 
planning advances and the loan and grant stage and would treat expenditures by 
Wniversities in exactly the same way as the pending bills (S. 57, S. 193, S. 612, 
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and H.R. 2357) treat expenditures by cities for public improvements in an urbay 
renewal area (i.e., if made not more than 5 years prior to loan and grant ¢op. 
tract, they are eligible as a local grant-in-aid). (See sec. 310 of S. 57, sec. 111(a) 
of 8. 193, sec. 306(b) of S. 612, and sec. 409 of H. R. 2357.) 


Senator SPARKMAN. We have a letter from Mr. Pittman, on behalf 
of Baylor University, for the record. 
(The letter referred to follows :) 













STATEMENT OF RALPH D. PITTMAN, ATTORNEY, WASHINGTON, D.C., ON BEHALF oF 
BAYLOR UNIVERSITY, Waco, TEx. 







My name is Ralph D. Pittman. I am a partner in the New York law firm of 
Royall, Koegel, Harris & Caskey and resident partner in charge of their Wasgh- 
ington office. I appear here at the request of the chairman of the board of 
trustees of Baylor University in support of the Housing Act of 1949 as amended 
by section 112, urban renewal areas involving colleges or universities. 

Baylor University was founded in 1845 under the Republic of Texas. It is 
interesting to note that the last act of the president of Texas before it came 
into the Union was the signing of the charter creating Baylor University, 
Baylor University is located at Waco, Tex. It has a school of nursing and 
school of dentistry in Dallas, Tex., and a school of medicine in Houston, Tex,, 
with an enrollment of approximately 10,000. Baylor University is a denomina- 
tional school and receives a large measure of support from the Southern Baptist 
Convention. Under the 10-year leadership of its president, Dr. William R. 
White, Baylor has expanded its dormitories, classrooms, and administrative 
buildings at an expense in excess of $10 million. 

I would like for the record to show that the chairman of the board of 
trustees of Baylor University, Hilton E. Howell, Esq., is of the opinion that this 
amendment is very important from the standpoint of Baylor University for 
the reason that it would permit credit to the city of Waco, Tex., for any im- 
provements to be placed upon urban renewal property by Baylor University such 
as buildings to be built on the expanded campus area. This would in turn mean 
a more economical acquisition of Baylor’s new campus properties adjacent to 
the present campus. 

On behalf of Baylor University, its trustees, and faculty, I earnestly request 
your favorable consideration of section 112 to the present Housing Act. 


Senator Sparkman. Now we have two other gentlemen that I think 
will take only a very few minutes, Mr. Madway and Mr. Weinberg. 
Will you gentlemen come around ? 



































STATEMENT OF HARRY K. MADWAY AND BERNARD WEINBERG, 


SPONSORS, NORTH TRIANGLE REDEVELOPMENT PROJECT NO. 1, 
PHILADELPHIA, PA. 





Mr. Mapway. This will take no more than 3 minutes. 

Senator SparKMAN. Goright ahead. 

Mr. Mapway. My name is Harry K. Madway, of Philadelphia. I 
appear here in behalf of myself and my associate, Bernard Weinberg. 
Weare builders in the Philadelphia area and we are presently building 
a large urban redevolpment project in Philadelphia, one of the largest 
in the country. This project is financed by virtue of FHA commit- 
ments issued under section 220, and these commitments have been 
contracted for and purchased by FNMA. 

We have filed with the Secretary a list of eight recommendations 
for amendments to the act in order to facilitate the use of section 220 
as a more effective tool for use in urban redevelopment work. , 

I should like to direct the committee’s attention to two provisions 
specifically. They are item No. 4 in which we recommend that the 
statutory language which authorizes FNMA to purchase section 220 
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loans be revised in order to coincide more closely with the language 
authorizing FHA to commit section 220 loans, so that FNMA will be 
obliged to purchase FHA-committed loans under section 220 in the 
same amount as committed by FHA, and further, that FNMA will 
be obliged to accept FHA loans which have been increased prior to 
final closing. 

The second recommendation to which we direct your attention is 
item No. 7, and that is that FHA, that we recommend that FHA elimi- 
nate its 8-percent cash equity requirement in section 220 developments. 
We feel that this has the unfortunate effect of foreclosing from urban 
renewal work exactly those builders who have developed the skills 
and the experience in doing urban renewal work, because by virtue of 
this 8-percent cash equity requirement, inevitably, their working capi- 
tal is frozen into one or perhaps two developments. 

Senator SPAaRKMAN. That is an FHA regulation. 

Mr. Mapway. That is correct. 

Senator SpaRKMAN. There has been placed before me a copy of a 


letter that you wrote Senator Clark. Would you like to have that in 
the record ? 


Mr. Mapway. We would, sir, along with our recommendations. 


Senator SparKMAN. Without objection, they will be printed for the 
record. 


(The letter and recommendations follow :) 


JANUABY 26, 1959. 
Re section 220, National Housing Act. 


Hon. JosePH S. CLARK, 


Senate Subcommittee on Housing, Senate Banking and Currency Committee, 
Washington, D.C. 


My Dear Mr. CLarRK: This statement is submitted by Bernard Weinberg and 
Harry K. Madway, who are the sponsors of the redevelopment project known as 
North Triangle redevelopment project No. 1. This is situated at 22d Street 
and the Benjamin Franklin Parkway, in the city of Philadelphia. 

This urban redevelopment project is presently under construction. It is being 
financed by virtue of two FHA commitments (No. 034-32002 and No. 034—32003), 
totaling $14,085,000, issued under section 220 of the National Housing Act. 

The FHA commitments were issued on March 29, 1957, and were revised on 
August 5, 1957. 

The financial closing was held on August 27, 1957. At that time the con- 
struction loan was closed with a group of 10 banks headed by Provident- 
Tradesmens Bank & Trust Co., of Philadelphia. 

The commitment to purchase the permanent mortgage when the buildings are 
completed was made by FNMA. 

Construction commenced on August 29, 1957. 

We offer this information in order to demonstrate that the recommendations 
which we submit are based not on theory, but actual experience. 

It is our feeling that section 220 can be a remarkably effective vehicle for 
urban renewal and redevelopment, if certain changes are instituted. We should 
like to go even further and state that if section 220 is properly implemented it 
can well become the tool for a revival of our cities to an extent undreamed of. 
In addition, it will provide a substantial aid to and stabilizing influence for 
the building business generally. 

We should like to express ourselves with respect to specific provisions of 
section 220: 

1. We consider the present $12,500,000 limitation unrealistic, and we suggest 
that it can be eliminated. 

_By its very nature urban redevelopment projects are frequently massive in 
Size. Thus, imposing an artificial dollar limitation can serve only to increase 
unnecessarily processing and construction costs. For example, in our develop- 
ment we required a $14,085,000 mortgage. Because this exceeded the statutory 
limitation, the project had to be divided artificially with resulting processing 
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costs and artificially required construction details which will cost not less than 
$50,000. 

2. We consider FNMA’s present schedule of commitment fees unnecessarily 
burdensome. p 

FNMA’s present schedule of charges permits a commitment fee of three. 
fourths of 1 percent and a marketing and delivery fee of three-fourths of 1 
percent. In large developments a commitment application fee of this size results 
in a severe hardship being imposed on the developer because of the substantial 
cash outlay required, especially since this fee is imposed at a time when there 
is no certainty that the project will go forward. 
application fee paid to FNMA exceeded $100,000. 
it is our suggestion that the commitment application fee be set up on a sliding 
scale so that in a development such as ours, in order to insure that the developer 
is acting in good faith, the application fee should be in the neighborhood of 
$5,000 to $10,000 with the balance of the commitment fee to be paid at the 
initial closing. The marketing and delivery fee would still be paid to FNMA 
at the time when the buildings are completed and the loan is delivered to 
FNMA. 

3. We suggest that the maximum interest rate 
projects in section 220 be reduced to 414 percent. 

Our project was committed by FHA in May 1956. 
interest rate on section 220 projects was 
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In December 1956 the 
raised from 414 to 5 percent, 
In order to support the debt service for this interest rate increase the rental 
schedule would have had to be raised to a point where FHA seriously doubted 
the apartments could be marketed at these rents. Fortunately, in December 
1956 an administrative regulation made it possible for us to secure an FNMA 
commitment at the original rate of 41%4 percent which preserved our develop- 
ment. The adverse impact of a high interest rate was dramatically demon- 
strated in our development. It would be more adverse in other urban redevelop- 
ment projects because while our location is probably the finest residential loca- 
tion in the city of Philadelphia, a great deal of urban redevelopment work is 
in marginal areas, and thus, anything that serves to increase rents will jeopard- 
ize the urban redevelopment program. 

It is essential, therefore, that the interest rate on urban redevelopment proj- 
ects be at the lowest possible level consistent with sound fiscal practices. We 
urge, therefore, that the rate on section 220 projects be reduced from its present 
level of 5 to 4% percent, if at all possible, and certainly no higher than 4% 
percent, the present FHA rate for section 207 rental housing developments. 

4. We recommend that the statutory language fixing maximum mortgage ceil- 
ings be similar with respect to both FHA and FNMA. 

Shortly before we were prepared to make the financial closing for our de 
velopment, FNMA advised us that they could not commit to take the permanent 
loan in the same amount as our FHA commitment. This impasse arose because 
of the statutory limitation on FNMA’s maximum mortgage amount which was 
stated in terms of a $15,000 per family unit limit, with no authority to increase 
the mortgage amount for accessory facilities such as garages and commercial 
areas, whereas the FHA statutory authority permitted the mortgage commit- 
ment to cover such accessory facilities. The result in our case was that we 
were delayed for over a month while last minute changes were made in the 
plans so as to increase the number of family units, thus eliminating many use 
ful and necessary commercial amenities, in order to bring the mortgage amounts 
in closer balance between the two agencies. 

This statutory limitation on FNMA is unrealistic since any large urban re 
development must have, in order to be economically sound, all essential acees- 
sory facilities. Our development contains 971 family units. It would be u- 
sound economically not to provide such facilities as a garage and shopping area 
to serve a development of this size. 

The language of the FNMA enabling statute provides no authority for FNMA 
to finance such facilities. We suggest that the statutory authority for FNMA 
commitments be framed to perallel the larguage in the FHA sections. 

5. We recommend that FNMA be authorized to make construction loans at @ 
service fee not to exceed 1 percent and that all of FNMA’s fees be recognized 
by FHA in its computation of the mortgage. 

We found that our problems were not over by any means after we had secured 
the FHA and FNMA commitments. Because of the size of this project we had 
considerable difficulty in arranging a construction loan. Securing $14 million 
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in a tight money market was extremely difficult. We finally managed to inter- 
est a group of local banks in this transaction, and even though they were of sub- 
stantial size, it was necessary to assemble 10 banks in New York, Philadelphia, 
and Pittsburgh, to handle this transaction. 

In addition, we were required to pay a 1-percent service fee plus a 5-percent 
interest rate for this construction loan. We were already required to pay FNMA 
a three-fourths of 1 percent commitment charge and a three-fourths of 1 percent 
marketing and delivery charge. Thus, our total financing cost for the permanent 
commitment (FNMA) and the construction loan (banks) totuled 24% percent or 
6352.125. 

FHA in computing the maximum mortgage allowed only 114 percent for these 
costs. The excess 1 percent charge of $140,085 represents a cost which we cannot 
recoup either from the mortgage itself nor will FHA consider it in the computa- 
tion of the rents. Thus it is a cost which is forever unrecoverable unless we 
achieve economies in construction against which these excess financing costs may 
be offset. 

It is for these reasons, the generally large sums involved in urban redevelop- 
ment work and the heavy financing costs involved in these large transactions, 
that we suggest that FNMA be empowered to make construction loans. Since 
FNMA is already committed to make the permanent loan this will enable them 
to put their funds to work at an earlier stage in the development and to receive 
income at an earlier stage. 

This can be accomplished without FNMA’s expanding its administrative 
organization by delegating the processing of the construction loan to a local 
bank for some portion of the construction loan service charge. 

6. We recommend the elimmation of the cash equity requirement. 

The urban renewal and redevelopment program offers an opportunity un- 
equaled in our history for the rebuilding of our cities and for the development of 
a stabilizing factor in the building industry. This can only be accomplished if 
participation by experienced and skillful builders is made possible on a realistic 
basis. Each builder has a limited working capital fund and to the extent that 
unrealistic statutory requirements freeze his working capital in a particular job, 
then to that extent the experienced and skillful builder is foreclosed from partici- 
pating further in such a program. Thus, heavy cash equity requirements imposed 
by FHA have the anomalous effect of limiting participation in the program by 
most experienced builders. 

Many years of organizational and development work by the sponsors must 
necessarily go into these urban redevelopment projects. This heavy investment 
of effort and frequently large cash outlay precedes the issuance of a FHA com- 
mitment. All of this work and cash outlay may conceivably be lost for any 
one of a host of reasons which may arise out of the uncertainties inherent in 
negotiations which must be carried on with as many as seven different agencies 
at various governmental levels. These uncertainties arise in many cases of 
frequently conflicting philosophies of these agencies. Thus, many years of effort 
and heavy cash outlays are in constant jeopardy. 

Thus, in our case, more than 3% years of intensive effort, both by my asso- 
ciate’s organization and my own, were devoted to this project. In addition to 
this uncounted staff time, we expended more than $300,000 in out-of-pocket costs 
before work commenced. 

There was superimposed on this investment FHA’s cash requirements for 
closing which was in excess of $550,000. There were certain other cash require- 
ments at the financial closing which brought our total cash investment before 
start of construction to a sum in excess of $1 million. 

In addition, in very many of these projects, the sponsors and the builder are 
one and the same organization. They build the project without any cash fee. 
The cash fee which a general contractor would normally earn in a project of 
this character is, therefore, an additional equity contribution by the sponsors. 
Congress recognized that this service was a valuable one and stipulated that 
FHA shall recognize this service to the extent of 10 percent of the value of the 
construction, for section 220 housing only. Thus, in this project we are making 
an additional equity contribution, by building this project, in a sum in excess of 
$1,400,000 which is in addition to our cash investment of a sum in excess of 
$1 million. 

It is apparent that our ability to participate further in this program has been 
Severely impaired by these monumental equity requirements. This restriction 


& meponed on us at a time when we have developed new skills and experience 
in this field. 
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To summarize, we make the following recommendations with respect to sectig, 
220 of the National Housing Act. 

1. The present $12,500,000 limitation of FHA commitments should be eliyj. 
nated. 

2. The FNMA schedule of commitment fees should be revised to provide for, 
nominal commitment application fee with the balance of the normal commitment 
fee to be paid at the first financial closing. 

3. The maximum interest rate on urban redevelopment projects should be 
reduced to 444 percent. 

4. The statutory iuanguage fixing FNMA’s maximum mortgage amounts shouli 
be revised to coincide with the language fixing FHA’s maximum mortgage 
amounts, or FNMA be obliged to purchase any commitment issued by FHA o 
title 220. 

5. FNMA should be authorized to make construction loans and its charges 
should be recognized by FHA in the computation of the maximum mortgage and 
maximum rents. 

6. FHA’s equity requirements should be revised to reflect the impact of the 
contribution of the sponsor and builder, and the recognition already given the 
sponsor-builder by FHA for their efforts. 

















































BERNARD WEINBERG. 
Harry K. Mapway, 
RECOMMENDATIONS 


To summarize, we make the following recommendations with respect to sec 
tion 220 of the National Housing Act. 

1. We recommend that the present $12,500,000 limitation on a single mortgage 
transaction be eliminated. 

2. We recommend that FNMA’s present schedule of commitment fees be 
revised to provide for a nominal application fee with the balance of the con- 
mitment fee to be paid at the time of the financial closing. 

3. We recommend that the maximum interest rate on urban redevelopment 
projects, under section 220, be limited to 44% percent or no higher than under 
section 207. 

4. We recommend that the statutory language authorizating FNMA to pur 
chase section 220 mortgages be revised so that FNMA shall be obliged to pur 
chase these mortgages in the same dollar amount that FHA will insure, plus 
any FHA insured increases granted prior to final closing. 

5. We recommend that FNMA be obliged to make construction loans where 
they have issued a commitment to purchase the permanent loan, providing the 
Sponsors prove inability to obtain a construction loan elsewhere, except at a 
prohibitive cost which may prevent the construction of the proposed project. 

6. We recommend that FHA be obliged to recognize all financing costs actl- 
ally incurred by the Sponsors in the computation of the mortgage, if those 
financing costs exceed the 144 percent allowed by FHA, and if the excess over 
the 1% percent is caused by charges made by a governmental agency. 

7. We recommend that FHA eliminate its requirements that a cash equity 
equivalent to 3 percent of the replacement cost be retained in the project for 
8 years. Builders are not investors. 

8. Financing of light industrial and commercial in redevelopment areas. 
BERNARD WEINBERG. 


Senator Sparkman. In your No. 4 is it $15,000 limitation that 
you have in mind? 

Mr. Mapway. Only indirectly, Senator. The statutory authoriza- 
tion for FNMA purchase limits them to $15,000 per ase unit. 
Merely expanding that dollar amount would not entirely resolve the 
problem to which we have reference. Specifically the probem arises 
in this fashion: In large urban redevelopment projects it is essential 
that there be accessory commercial facilities, such as perhaps even 
a small shopping center, and a garage facility, and FNMA is not 
permitted to have its mortgage reflect the amount that FHA has 
already committed to cover these facilities. You are put in position 
or the builder is put into the situation and we were to artificially 
inject dwelling units in order to meet FNMA standards. 
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Senator SpPARKMAN. Any questions anyone? 

(No response. ) 

Senator SparRKMAN. Thank you very much, gentlemen. We ap- 
preciate it. : 

The committee stands in recess until 10 o’clock tomorrow morning. 

(Thereupon, at 4:50 p.m., the committee was recessed to reconvene 
at 10 a.m., Tuesday, January 27, 1959.) 
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TUESDAY, JANUARY 27, 1959 
U.S. Senate, 


CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess at 10:15 a.m., in room 301, 
Senate Office Building, Senator John Sparkman presiding. 

Present: Senators Sparkman, Clark, Proxmire, Byrd of West Vir- 
ginia, Williams of New Jersey, and Muskie. 

Senator SpaRKMAN. Let the committee come to order. 

I think we had better start as we have a rather heavy schedule. 
Several other members have said they would be here this morning, 
and I am sure they will, but they have probably been delayed. 

Mr. Frank Flynn, cochairman of the legislative committee of the 
Home Manufacturers Association is the first witness. 

Will you come around, Mr. Flynn? 

I may say to some of the other witnesses here I will give an ex- 
planation as to why Mr. Flynn is testifying at this time, although 
he was not scheduled to be called as a witness until later in the hear- 
ings. Mr. Flynn is confronted with an emergency situation and it 
is necessary for him to get his testimony in right at the beginning 
in order to be able to testify at all. 

Mr. Flynn, we are glad to accommodate you in this manner. We 
have your prepared statement and you may proceed as you see fit. 


STATEMENT OF FRANK P. FLYNN, JR., COCHAIRMAN, LEGISLATIVE 
COMMITTEE, HOME MANUFACTURERS ASSOCIATION 


Mr. Fiynn. Thank you very much, Senator Sparkman. 

Mr. Chairman and members of the committee, my name is Frank 
P. Flynn, Jr. I am president of National Homes Acceptance Corp., 
of Lafayette, Ind., and am testifying in behalf of the Home Manufac- 
turers Association as cochairman of our legislative committee. With 
me is Pat Harness, our executive vice president. 

The Home Manufacturers Association is composed of companies 
which produce the great bulk of factory-made homes in the United 
States. Last year was our greatest year in history, with an estimated 
110,000 homes manufactured and sold. I am proud to say that my 
own firm produced 24,000 homes. We appreciate the opportunity to 
comment on the legislative proposals before this committee, 

I will confine my remarks to those legislative points which I feel 
need emphasis and will not repeat the full statement which I rade 
before the Housing Subcommittee last May when it was studying 

proposals for the Housing Act of 1958. 
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(1) We are in full agreement with the need for sufficient FHA 
insuring authorizations to keep the FHA in business for extended 
periods of time without running back to Congress every few months 
for additional authorizations. 

(2) We are in general agreement with the provisions of S. 57. We 
feel it does not go far enough in some provisions, however. 

(3) If it is the intent of Congress that veterans live in new homes 
of their own, either the unrealistic VA interest rate of 434 percent 
must be raised or else the Congress must provide funds for veterans’ 
loans through FNMA at par. Therefore, we urge that the Housing 
Act of 1959 contain a provision extending the FNMA special assist- 
ance program No. 10 for 1 more year and provide $1 billion for this 
program. With such tools at hand, low-cost veterans’ housing can be 
provided. 

(4) We favor the continuation of the GI direct loan program, but 
call attention to the Congress that if the VA rate were raised toa 
realistic level, there would be no need for a Government direct loan 
program for veterans. 

(5) In our opinion the Housing Act of 1959 should include pro- 
vision for FHA to insure loans for subdivision development and for 
street and utility installations. Our observation is that one of the 
urgent needs for the future of housing is financing facilities for bet- 
ter-planned community or subdivision programs. Without such fi- 
nancing, residential development will be seriously retarded. 

Improved land costs have risen higher and faster than any other 
element of total housing cost. Much of the reason for such cost in- 
creases in improved land is attributable to lack of planning, the rela- 
tively small scale of such planning, and the capital risk incident: to 
large-scale land improvement programs. A major service can be 
rendered to the more efficient and lower cost development. of sub- 
division street and utility installations by making FHA insurance 
available to loans necessary for the installation of such improvements. 

In this respect we call your attention to the fact that the Nation’s 
inventory of unused improved building sites is almost entirely de- 
pleted; a condition that is entirely different than when FHA was set 
up almost 25 years ago. At that time, there were entirely too many 
such lots and the problem to be solved was to put unemployed men 
to work building homes on them. The success of the program in 
solving the problem is self-evident; the lots are gone. 

Unless the new program in some way provides a channel for the 
small builder to deveiop land or purchase it on credit, home building 
will very quickly become a monoply of the relatively few well capital- 
ized large land developers, and the healthy competition that the small 
builders have given these large operators will cease to exist. 

The method of solution of this urgent problem is not nearly as im- 
portant as the recognition of it. There are many ways that insured 
credit can be channeled into land development. Good credit. tools 
already exist for financing the construction of a concrete foundation 
and there appears to be no good reason why they cannot be used to 
finance a concrete street. Both are an integral part of the finished 
home. 

We suggest the following approach as a possible solution to the 
problem: 
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Provisions would be made for FHA to insure mortgage loans on 
land which is to be improved for residential use in accordance with a 
Jand development plan approved in advance by FHA’s Land Plan- 
ning Division. Maximum loans could be insured which would not 
exceed 90 percent of the value of the land when fully developed, 
and loans could have a maximum term not to exceed 10 years. Indi- 
vidual lots would be released upon payment of 120 perce ent of the FHA 
estimated value, and the rate on such mortgages would be the same 
as the rate on title 2, section 203 loans. 

In addition, we wish to repeat again this year our recommendation 
for a flexible interest rate on Government-insured home mortgage 
loans in order that these loans may compete with other seekers of long- 
term credit. We also feel that consideration might be given to 100- 
percent loans insured by FHA. Also, the lengthening of the term of 
FHA loans to 40 years and simplification of procedures under FHA 
by such methods as the certified agency plan which is being tried on 
a limited basis by FHA at the present time. 

Finally, legislation should be provided to create means for chan- 
neling more investment funds into home mortgages which will be nec- 
essary to satisfy the tremendous requirements “for houses in the 1960s 
which is being predicted by economists. This could be accomplished 
by expansion ‘of the activities of the Federal National Mortgage As- 
sociation, particularly with reference to their issuance of debt. obli- 

gations secured by their mortgage portfolio. This latter step would 
serve to channel large amounts of funds into the home-building field 
from investors such as pension funds and trust funds, who are reluc- 
tant to invest in mortgages but prefer to confine their activities to 
bonds and similar securities. 

I am sure all members of this committee feel the urgent need for a 
long-range housing program that will give greater stability to the 
conditions under which our industry must operate. Of major impor- 
tance is the need to make the interest rate on VA and FHA loans flex- 
ible. This would permit these rates to adjust freely to market condi- 
tions without the need for legislative or administrs itive action. More 
important, it would prevent an occurrence of the crippling shortage 
of mortgage money with which we had to cope several times in recent 
years. 

What happens when the boom years of the 1960’s arrive and our 
whole economy will be expanded? Home buyers again will be in 
competition with other borrowers for available credit. And with 
fixed interest rates on Government-insured loans, home buyers are 
sure to be at a tremendous disadvantage. For once again in the com- 
petitive market for money, mortgage loans will lose their attractive- 
ness to lenders and a large number of American families will be forced 
out of the housing market. 

Thank you very much, Senator. 

Senator SparkMAN. Thank you, Mr. Flynn. 

I want to ask you just a question or two. I am going to have to 
leave the committee for just a few minutes in order ‘to go to another 
committee for a very brief appearance. Senator Clark will carry on 
in my absence. I want to commend the branch of the industry that 
you represent for the outstanding job that you have done. It seems 
to me the record of 110,000 homes manufactured and sold last year is 
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quite an accomplishment. The record of your own individual com- 
pany, which you say manufactured some 24,000 homes, also repre- 
sents a great acc omplishment. 

However, there is one point I want to take up with you. On page 
2 of your statement you say you favor the continuation of the I 
direct loan program, ‘but call to the attention of the Congress your 
opinion that if the VA rate were raised to a realistic level, there would 
be no need for a direct Government program. 

As a matter of fact, the direct program was originated and has 
continued through the years at a time when the GI rate was considered 
realistic. It has alw ays had a fertile field in which to operate. You 
realize that that program is restricted to those creditworthy veterans 
who live in rural and semirural areas and are not able to find loans 
elsewhere. In other words, it has been quite a restricted program. 

I differ with your conclusion that merely raising the interest rate 
would cure that situation. We have tried it with other programs, 
such as the VHMCP, and with the certified agency program. They 
do cut in on it to some extent, but I do not believe, basing my opinion 
on the experience of the past, that merely adjusting the interest rate 
would reach all of these far corners that the direct program does 
reach. 

The second thing I was going to mention was this: You realize, I 
am sure, that the interest rate on VA loans is not within the jurisdic- 
tion of this committee. 

Mr. Fiynn. Yes, sir. 

Senator SparkMan. That is handled by a separate committee. 

Mr. Fiynn. Yes, sir. 

Senator SparkMAN. That is one difficulty we have from time to 
time, and it is a thing so many people do not understand; why this 
committee does not adopt a realistic interest rate for GI guaranteed 
loans. It simply does not come under our jurisdiction. 

Mr. Fiynwn. I realize that, Senator, and certainly I agree. I do 
think that our thought in this is to emphasize the need of the Federal 
National Mortgage “Associ iation, because of the apparent difficulty in 
securing an increase in the interest rate, which apparently is neces- 
sary to make it attractive to a large segment of the private investment 
market. 

Senator SparkMAN. Certainly the VA program is dragging now 
very badly. 

Thank you very much. I will turn both you and the hearing gen- 
erally over to Senator Clark. I hope to be back very soon. 

Mr. Fiynn. Thank you, Senator Been, 

Senator CiarKk (presiding). Thank you very much, Mr. Flynn. 
We appreciate your coming here. 

I have no questions. 

Mr. Fiynn. Thank you, sir. 

Senator Crark. The next witness is the Honorable Frank A. 
Sedita, mayor of Buffalo. 

Mayor Sedita, we are very happy to have you here. I know 4 
little about your very serious problems in this field. A number of 
your colleagues from the American Municipal Association and the 
U.S. Conference of Mayors were here yesterday to give us the benefit 
of their thinking. 
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We are happy indeed to have you here today. Will you just pro- 
ceed in your own way, please ? 


STATEMENT OF FRANK A. SEDITA, MAYOR, BUFFALO, N.Y., ACCOM- 
PANIED BY WILLIAM DENNE, EXECUTIVE DIRECTOR OF THE 
BUFFALO BOARD OF REDEVELOPMENT; GEORGE RAND, PRESI- 
DENT OF THE BUFFALO REDEVELOPMENT FOUNDATION; AND 
H. BUSWELL ROBERTS, SENIOR DEPUTY CORPORATION COUNSEL, 
BUFFALO, N.Y. 


Mayor Seprra. Thank you, sir. 

My name is Frank A. Sedita, mayor of Buffalo. I have with me 
to my left William Denne, executive director of the Buffalo Board 
of Redevelopment. To my right is H. Buswell Roberts, senior deputy 
corporation counsel of the city of Buffalo, attached to my office; and 
to his right Mr. George Rand, vice president of the Marine Trust 
Co. of Buffalo and president of the Buffalo Redevelopment Founda- 
tion, a private institution interested in renewal. 

Senator Ciark. I am happy to have both of you gentlemen with 
us. I regret there are not more members of the committee here, but 
I assure you every effort will be made to see to it your testimony is 
brought to their attention. 

Mayor Seprra. I would like very brifly to tell you first about our 
situation in Buffalo. I have a prepared text which I will submit 
when I finish, or give to you now. 

Senator Ciark. I suggest you give it to us now and then you may 
emphasize those points in his verbal testimony which he wishes to 
stress. 

(The prepared statement of Mayor Sedita follows:) 


STATEMENT OF FRANK SEDITA, MAYorR, BUFFALO, N.Y. 


My name is Frank A. Sedita and I am mayor of the city of Buffalo. I have 
with me Mr. William Denne, executive director of the Buffalo Board of Re- 
development, Mr. George Rand, president of the Buffalo Redevelopment Founda- 
tion, and Mr. H. Buswell Roberts, senior deputy corporation counsel of the 
city of Buffalo. 

Mr. Chairman, I am deeply appreciative of this opportunity to appear before 
your committee in support of effective legislation for urban renewal and 
redevelopment. 

Buffalo has a current population of approximately 600,000—the second largest 
municipailty in New York State. We are the center of a metropolitan area 
embracing in excess of 1 million persons. In common with virtually all major 
municipalities in the United States, we in Buffalo are confronted with the 
typical contemporary problems of slums, inadequate housing, decay of the 
central business district, and mounting demands for municipal services against 
the background of a highly restricted municipal tax base. Also in common 
with other major municipalities, the city of Buffalo has visualized the federally 
assisted urban redevelopment and renewal program as offering a basic oppor- 
tunity for overcoming these difficult problems, for reversing the trend toward 
central city decay, and for developing over the coming years a sound physical 
and economic structure for our community to meet the unprecedented future 
population growth which confronts all metropolitan areas in this country. 

However, today we in Buffalo are deeply concerned by policies of the Federal 
Government which appear to be aimed at drastically curtailing the federally 
assisted urban redevelopment program and at limiting its growth as a major 
tool for the rejuvenation of American cities. Consequently, I am here today 
to add the voice of the city of Buffalo to the appeals from mayors of other 
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leading cities to the Congress of the United States for legislation which will carry 
forward in adequate volume this vitally important program. 

I believe a brief summation of the redevelopment situation in Buffalo wil] 
be enlightening to this committee as an indication of the future needs of this 
typical metropolitan center as well as of the drastic impact of the current 
restrictive redevelopment policies of the Federal Government. We are well 
embarked on our first redevelopment project—the Ellicot district—which repre. 
sents the most concentrated area of slum housing in our city. For this project, 
we received an allocation of somewhat more than $9 million in Federal capital 
grant funds late in 1957. The city is contributing $5,875,000 in new school 
facilities, a major new public recreation area, new streets and utilities and land 
donations to assist in transforming this bad slum into a fine neighborhood for 
middle-income and lower-middle-income families. 

Sound as this initial project is, it obviously represented only the first step 
in overcoming our serious slum and redevelopment problems. Consequently, with 
the full support of our community, we submitted to the Housing and Home 
Finance Agency late in 1957 applications for an earmarking of $11,200,000 of 
eapital grant funds to reclaim a blighted slum and an abandoned industrial 
area along our waterfront as an outstanding site for new private housing and 
needed community and commercial facilities. We also applied at the same 
time for $7 million for an initial project in a declining but centrally located 
residential neighborhood called Masten Park. Here, our primary emphasis 
would be rehabilitation of existing housing to the maximum extent feasible. 
Concurrently, the city retained experts to make a complete analysis of the 
redevelopment and renewal needs of Buffalo. The conclusions of this analysis 
were that, to correct existing problem areas throughout the city, additional 
urban renewal and redevelopment projects involving Federal capital grants 
of approximately $64 million and local capital contributions of at least $32 
million would be necessary over the next 10 years. Thus, the total require- 
ments of the city of Buffalo for redevelopment to meet existing needs are in 
excess of $90 million in Federal capital grants. 

Let us contrast these needs with the minuscule dimensions of the Federal 
assistance now being offered us. We had filed our applications totaling $18,200,- 
000 for the waterfront and Masten Park projects in reliance upon the established 
policy that such applications would be honored in order of their receipt subject 
to the availability of funds. Nevertheless, we and other cities were suddenly 
confronted last August—without prior consultation—with a rigid rationing 
formula which would satisfy only a minor fraction of our most pressing require- 
ments. In the case of Buffalo, this formula limits the earmarking of Federal 
capital grant funds for our city to $2,570,000 per fiscal year. Consequently, we 
have been forced to shelve our urgently needed waterfront project, which offers 
the best hope for revival of the central section of our city and for expansion of 
our real estate tax base. And we are able to proceed with planning for our 
Masten Park project only by accepting a reduction in capital grant earmarking 
from $7,000,000 to $2,570,000. 

I judge from a reading of the President’s budget message, that the administra- 
tion intends to continue this permanent rationing formula unless Congress legis- 
lates to the contrary. Thus, we are confronted by a rigid restriction on funds 
which in Buffalo would transform a feasible 10- to 12-year program for the 
clearance of our slums and the rejuvenation of our city into a 35- to 40-year pro- 
gram, and I am confident that the members of this committee will recognize that 
if we are restricted to this snail’s pace in redevelopment and renewal, our prob- 
lems will have multiplied long before the end of any 35- to 40-year period. In- 
deed, there is the real danger that the present policy will completely eliminate the 
possibility of future large-scale renewal projects. 

Meanwhile, our city’s rate of real estate taxation—our primary source of tax 
revenue—is at its constitutional ceiling. The contribution which we are pre- 
pared to make in the form of public improvements costing in excess of $45 mil- 
lion to renewal projects over the next 10 to 12 years represents the maximum 
share of redevelopment costs which we can shoulder. I mention this as a com- 
ment on the proposal in the President’s budget message that the Federal partic- 
pation in the cost of redevelopment projects be reduced from two-thirds to one- 
half. 

In confining my remarks to the urgent need for increased urban renewal au- 
thorizations, I do not mean to imply that I do not recognize the importance of 
the other provisions to support and expand the production of housing and the 
supply of mortgage financing which are contained in the bills you are considering. 
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However, I am emphasizing that from the standpoint of the welfare of American 
cities the most crucial phase of the legislation before you is the provision of 
adequate authorizations of urban renewal and redevelopment funds sufficient to 
meet the current pressing problems and unprecedented future demands now con- 
fronting American communities. As you know, the American Municipal As- 
sociation in its national convention early in December voted to support annual 
redevelopment authorizations of $600 million per year for a period of 10 years. 

In Buffalo, our redevelopment program has the solid support of the whole 
community. It has the strong backing and leadership of the Buffalo Redevelop- 
ment Foundation, a nonprofit organization formed by the enlightened business 
and financial leadership of our city. It likewise has the strong support of all 
major political parties, of public interest groups, organized labor, the press and 
welfare and religious organizations. Needless to say it has top priority in the 
programs being pushed by the municipal government. 

On behalf of my community, I respectfully urge your committee to initiate 
legislation which will assure adequate authorizations of urban renewal funds re- 
sponsive to the true needs of American communities without arbitrary restric- 
tions or rationing by the administrative agencies. In closing, may I again ex- 
press my Sincere appreciation for this opportunity to appear before your 
committee. 

Mayor Seprra. Briefly and substantially, we have about 600,000 
people in the city of Buffalo proper. In the surrounding areas, the 
smaller cities and towns, we have another four or five hundred thou- 
sand people. So we have a metropolitan Buffalo, if I can call it 
such, of a little over 1 million persons. We have something like 
3,000 schoolteachers, 1,300 policemen, and 1,100 firemen. All in all, 
we have almost 10,000 city employees that we need in order to run 
this city. 

Our situation is such now that these services are understaffed and 
while it may seem at this moment I am going off the reservation, I 
will tie this up with what we have before us. 

We have these people clamoring for an adequate wage to support 
their families. In the surrounding towns, for instance, the starting 
salary of a schoolteacher is around $4,500, and in Buffalo it is $4,000. 
This is a mandated amount from the State, which is all that we can 
start them off with. 

Senator Cuark. Is the school system under your supervision as 
mayor, or do you have an independent school board ¢ 

Mayor Seprra. We have a board which has complete autonomy, 
but we appropriate the money. The mayor appoints the board mem- 
bers, but once appointed, they are on their own. 

Senator Crark. Then the city council has to appropriate school 
funds? 

Mayor Seprra. Yes, sir. We appropriate part of those funds, and 
the mayor must agree, and then we get something like $11 million 
in State aid. 

Senator CiarK. But the board has no independent taxing au- 
thority ? 

_ Mayor Seprra. No, sir. Their budget last year requested $29 mil- 
lion to run the school system. We were able to give them $26 million 
and an additional few hundred thousand dollars in State aid. 

_ Senator Ciark. Will you touch on the unemployment situation 
in Buffalo as you go along? 

Mayor Seprra. Yes, sir. And I must take in the Niagara Frontier, 
which is Niagara Falls and Tonawanda and Lackawanna. We have 
a figure of something between 11 and 12 percent of the people em- 


ployable who are out of work. We have something like 65,000 people 
out of work. 
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Senator CiarK. In other words, you are a labor surplus area? 
Mayor Seprra. We are in classification F. We have a critical 
situation there. 

Senator Ciark. How long have you been in that condition? 

Mayor Seprra. It is over a year now. I think it started back maybe 
2 or 3 years ago. 

Senator CLark. So your unemployment is chronic and not tempo- 
rary? At least you hope it is temporary, but it looks as though it 
were chronic. 

Mayor Seprra. It is chronic and critical. As a matter of fact, we 
had a conference last week wherein industry and labor and business 
and everyone took part, and we are going to try to do something about 
that. 

Senator Ciark. Parenthetically, I have just come from a meeting 
of a group of Senators who are preparing a depressed area bill which 
I hope we can get passed. If it does we hope it will be of some use 
to you in Buffalo. 

Mayor Sepira. That is good news. We have these almost 10,000 
employees in there every year clamoring for what they call an ade- 
quate wage, and believe me, they are justified. But all we can do is 
extend sympathy to them because of our situation in Buffalo. Like all 
cities, or most cities, we derive our income to pay employees through 
real estate taxation. 

Senator Ciark. Is that about your only source of taxes? Do you 
have a wage or sales tax # 

Mayor Sepira. We have a sales tax embraced by the entire county, 
but the amount we get from the county must be allocated toward the 
educational system. So in the main our moneys come from real 
estate taxation. 

We are faced with the usual State constitutional limits. We can 
only levy upon taxes, I think the formula is, 2 percent of the equalized 
value of our property. We have something like $1 billion in assessed 
valuation. So the most we could raise last year to run our city was 
$35,053,000. We raised $35 million and were just able to maintain 
the status quo. 

Senator Ciark. How much bigger is the county than the city in 
population ? 

Mayor Seprra. The city has close to 600,000 and the county is 
around 400,000. 

Senator Ciark. In other words, the city is bigger than the county! 

Mayor Seprra. The county embraces the towns and cities and our 
big city. 

Senator Ciark. You mean there are 400,000 additional in the 
county ? 

Mayor Seprra. Yes. There are 600,000 in the city and 400,000 in 
that area of our county outside of Buffalo, that giving us a total 
figure of something like 1 million persons. 

We were faced with this limitation so we were unable to raise 
enough money to run our city. The reason for it is that our city, 
like all cities, is becoming old. All our buildings are 60 to 70 years 
old. 

To give you an example, in one of the expensive sections of our 
city, in the downtown area, we have a piece of land that is assessed 
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at $20,000 and the building on it is assessed at $4,000. That just 
does not make sense. That land should have a building on it assessed 
at $100,000. 

Let me say that the moneys we are able to raise by levying on 
property, which is our main source of income, are completely inade- 
quate. So the solution seems to be if we are going to do anything, 
we have to renew our city and rehabilitate it and have properties on 
these lands that are adequate enough in their cost and their assess- 
ment to guarantee us enough money to pay our employees. 

We felt in 1949, when this bill was passed for urban renewal, that 
at last something was being done and the Government was taking 
cognizance of this situation affecting the large cities, and we were 
happy about it. However, like all other cities, it was something new 
and it took us 5 or 6 years to educate the people and make them 
realize that here was something. It was new and it does take time 
to get started. 

‘Then about 1954-55, the bankers began to get interested and the 
newspapers and all of the political parties, and labor and manage- 
ment, and everybody in the Buffalo area agreed on this situation. 
There is not one scintilla of evidence to the contrary. Everybody is 
for this urban renewal program. In the meantime, though, some 
years had elapsed so that at this point we have received a total Federal 
grant of something like $9 million for the project known as the Ellicott 
project—— 

Senator CLrark. What is the name? 

Mayor Seprra. The Ellicott District project, which embraces a slum 
area, which is highly so, in the city of Buffalo. 

Senator CLtark. How many acres? 

Mayor Seprra. 160 acres. 

So we are well on the way. We have acquired about 40 percent of 
the ey and we are very happy about it. We have started to 
dream that we can eliminate all of these ratholes, which is what they 
are, being comprised of old buildings and slums, with the increased 
costs of running that section, and everything that goes along with it. 
We are working very hard on that with our staff of the redevelopment 
board. 

In the meantime, in December 1957, a day or two before I was sworn 
in, I joined with the then mayor of the city of Buffalo and both of us 
signed applications to the Housing and Home Finance Agency for 
an area known as the waterfront-crossroads area, which embraced part 
of the downtown core area, and the waterfront area, which I call an 
industrial slum, plus a lot of residences in that neighborhood. 

Senator CLark. How many acres are there? 

Mayor Seprra. About 260 acres. We asked for a total Federal 
grant of $11 million. It would be a $15 million project. 

Senator CLarK. That is in addition to the $9 million on the Ellicott 
project ? 

Mayor Seprra. That is right. 

Also we asked at that time for consideration of an application in- 
volving the Masten Park project. We asked in that project for a 
Federal grant of $7 million. It involved an acreage of 860 acres in 
the whole thing. 

Senator Ciark. Three projects? 
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Mayor Sepira. Yes. The Ellicott District project, the waterfront- 
crossroads project, and the Masten project. 

Senator CLark. Can you give me the arithmetic on that? 

Mayor Seprra. Mr. Denne can do that. 

Mr. Denne. Masten Park is a general neighborhood renewal plan 
application, as opposed to a project application. There are about 850 
acres in the tot “ general neighborhood renewal area. 

It would have to represent at least 10 percent of the total, or 80 to 
85 acres. 

Mayor Sepira. That is the application submitted with the water- 
front-crossroads project. Then, lo and behold, this is what hap- 
pened. Now we have everybody primed up and happy. We are 
going to renew our city and be able to eliminate the slum areas and 
get the people living in some decent housing. We had been pounding 
for 5 or 6 years to temper the people for this program, and what we 
have received is word on the Ellicott project, and it is infinitesimal 
compared to our whole problem. The city expected the additional 
$18 million. At some time last year the board of redevelopment mem- 
bers, Mr. Denne and their chairman, came down to see me and said, 
“Those two projects are out. We will not get $18 million, but it seems 
a new formula has been adopted, which means all we will be entitled 
to now is about $2,500,000.” 

Senator Ciark. In addition to the $9 million ? 

Mayor Seprra. That’s right. 

Well, $2,500,000 was certainly bad, bad news, as far as we were 
concerned, because we couldn’t scratch the surface with it. It was 
like receiving no help at all. So we started to fret and worry about 
this thing and we got together, and somewhere along the line someone 
said, “You had better pull your application out, because it does not 
look good at all.” 

Senator Ciark. I would like to pinpoint that, Mayor Sedita, be- 
cause this is a matter of great importance to this committee as to 
the extent to which the HHFA has done just what you said. “You 
had better pull your application out.” I would be very grateful to 
you if you can give us some specific information as to who said that. 

Mayor Seprra. It is going to be difficult for me to give you the 
name and address, but I can tell you this: I was in my office and— 
Mr. Denne, you might have to help me on this because that was the 
information I got when you came down with Mrs. King—the in- 
formation I got was to take our application out. How did that 
come about? Somebody from the New York office was at the city 
hall at the time advising me to take the application out. Who was it! 

Mr. Denne. It was a suggestion rather than a direct request, as 
I recall it. 

Senator Crark. About when was that? 

Mayor Seprra. Just after the formula was adopted. 

Mr. Denne. Yes; I would say in about November. 

Senator CLark. Of what year? 

Mr. Denne. Of 1958. 


Senator Ciark. That explains it. They had run out of money. 
Mr. Denne. That’s right. 


Senator Crark. No housing bill was passed by the 85th Congress 
in the 2d session. 


Mr. Denne. That’s right. 
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Senator CrarKk. For complicated reasons which we need not go 
into here, they had run out of money. What we are trying to do 
now is to renew the spring. We would like to put enough water 
into it to take care of your Ellicott project, and your waterfront 
project, and your Masten Park project. 

We appreciate your help in coming down here to tell us your prob- 
lems. There is no doubt about the fact, in my mind, that we have 
to put plenty of water in the spring or else it will run dry and quit 
again. ; 

If you have these three projects approved and passed, for a total 
of $27 million, would that take care of the major part of your urban 
renewal and slum clearance problem in Buffalo, or would you still 
have a number of other projects ? 

Mayor Seprra. It would not, sir. Here is what we did. We 
brought in consultants and they made a study of the city of Buffalo. 
Their plan was this: We would have to take a period of some 10 to 
12 years to renew our city and we would need total Federal grants 
of something like $90 million. Our share would be about $45 mil- 
lion. So the total figure would be $135 million. 

These three projects, wherein we would get $18 million plus $9 
million, for a total of $27 million, with about one-third altogether 
as our share, or one-half as our share, would not do it. 

Senator CLiark. Where are you going to get the local money to 
match the Federal grant one-third-two-thirds ? 

Mayor Seprra. We could not raise the local money ne or to- 
morrow, but we can over a 12-year period, because we have the right 
under our State constitution for capital improvements to borrow 
moneys pursuant to a formula which will allow us to raise this money 
by issuing bonds. We can raise it. We can raise $45 million in a 
10-year period. 

Senator Ciark. Will you be able to service your debt ? 

Mayor Seprra. We will have to service our debt from the opera- 
tion and maintenance budget, which gives us a limitation according 
to the State constitution, but we can do it in this way. 

The additional funds we will get from the new buildings and the 
additional assessments and additional taxes, should give us enough 
money to pay our interest and principal on our indebtedness. 

Senator Crark. Can you sell your bonds? 

Mayor Seprra. Yes, sir; we can. We have a triple-A rating in 
Buffalo. 

Senator CLarKk. That is wonderful. 

Will you proceed, please ? 

Mayor Seprra. I touched upon this 10-year plan, which seems to be 
our problem. I repeat now that we have a tremendous city, and a 
beautiful city. We are on the lake and we have a surplus labor force. 
We have the know-how and we have people who are skilled. Buffalo 
Is a great steel center and the greatest milling center in the world, 
and the second largest railroad center in the country. We have 
the know-how and the will to do it. We have a diversity of industry. 
We are on Lake Erie, with all of the fresh water we need, and here 
we are right there at a focal point, within 500 miles of all of the large 
cities of the country. The seaway is coming, and here we are with 
a great future, and yet I can see—and I am no great technician on 
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this—but I can see this slowly slipping down. Unless we get a push, 
as it were, and some help from our Great White Father, which is 
Washington in this case, we will be steadily slipping down. We come 
to Washington for that help. Unless we get some help along this line 
I can see where we will suffer. 

Senator Ciark. Your city will die, and so will most of the cities 
in America, which were built over a hundred years ago, like Buffalo, 
and Pittsburgh, and Philadelphia; most of the cities in my State. 

Mayor Sepira. That is right. 

Senator Crark. Your city will die if the administration program 
goes through. 

Mayor Sepira. I understand this has been said before. When I 
make my statement I am not suggesting that we cut any help from 
any other group. Right now I think we are in the same situation 
that the farmers were in years ago. I am not suggesting to cut them. 
God love them and help them, but help us too. We need some help 
now. Once we get going and we can renew our cities we can take 
care of ourselves. If we do and if our economy is good in all the 
cities, then the economy of this Nation is good, because they tell me 
75 cents of every dollar goes into the Federal Treasury, and 75 per- 
cent of the people are city dwellers. 

Senator omer Out of every tax dollar, 75 cents. 

Mayor Seprra. Yes; I stand corrected. I guess that is important. 

Anyway, that is our story, Senator. Let me say if we do not get 
any help this year—our people are so hepped up on this thing, all I 
have been doing is making speeches talking about the great help we 
will get from Washington, that I am afraid unless we start to pro- 
duce soon they will kick me out of the halls when we start talking 
about urban renewal. Now is the time for real action and we are 
hopeful something will be done this year. 

Senator Cuiark. Does that complete your statement, because I 
would like to ask you a few questions, but I do not want to cut you 
off until you are through ? 

Mayor Seprra. I would say it completes my statement and I hope 
it is possible at this time to give Mr. George Rand, who represents 
the Buffalo Redevelopment Foundation, a group made up of private 
citizens and business people and industry, who are fighting just as 
hard for this as all of us are, I hope you will give them a chance to 
talk. There is no difference of opinion here on the part of any group 
on our position. 

Senator CLarK. There are no politics involved ? 

Mayor Seprra. Positively not. We have the Republican Party, 
the Democratic Party and the Liberal Party behind it. The three 
parties are for it. We have two newspapers in the city of Buffalo, 
and one of them is an ultraconservative paper, and certainly not with 
the party I represent. However, they have an editorial item appear- 
ing on their editorial page which I think Mr. Rand has, and when 
you read it you will think that they were the people who got this idea 
up. That’s how strongly they are for it. 

So they are all agreed on it. This is the editorial I was apenKing 


about. As far back as I can remember, for the first time we are a 
agreed on this. 
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I hope, sir, that George Rand here, who has done such an exhaust- 
ing job and has worked so hard on it, can possibly cover a point or 
two that I have left out in my anxiety to get this across to you. - 

Mr. Ranp. Why do you not let the Senator finish asking you ques- 
tions first ? 

Senator Crark. Let me suggest, Mr. Rand, if you are going to 
be the expert that you move in next to the mayor, so that you will 
have the use of the microphone, and then I will ask three questions, 
and whichever one of you four gentlemen is particularly qualified to 
answer it, you can just speak right up and identify yourself for the 
reporter. In that way we can proceed a little more quickly. 

Mayor Seprra. May I say if there is an expert among the four of 
us, Senator, it is the gentleman at my left, Mr. Denne. He used to 
be with the HHFA and is the executive director of the Redevelop- 
ment Board of Buffalo. He knows as much as anyone does about 
this, at least from the administrative side of it. He is our expert. 

I am hardly an expert on the subject, except that I found out some- 
thing about it in having groups come in and screaming about salaries. 
Then I had to learn it the hard way. I did not know anything about 
the operation and maintenance. My position prior to this was on the 
city court of Buffalo for some 8 years, but I find myself in these fiscal 
troubles and woes. 

Mr. Rand is a banker and knows something about figures and what 
we need in the city. He knows his subject. Mr. Roberts is my 
counsel attached to my office, the senior corporation counsel. He is 
a former FBI man who is well respected in our community. 

So I think among the four of us we will be able to answer. I don’t 
know how correctly, but we will be able to answer. If I throw a 
curve to someone you will know I do not know what the answer is. 

Senator CLark. Mayor Sedita, you may not be an expert but you 
are certainly pretty well informed, and I will say you are a very elo- 
quent advocate for the need of your great city. 

Mayor Seprra. Thank you, Senator. 

Senator CLtark. Perhaps you gentlemen may be able to pass that 
mike around from hand to hand when you speak. The acoustics 
here are not too good. 

First, I would like to ask what aid you expect to get from the State 
of New York on your urban redevelopment program ? 

Mayor Seprra. The State of New York has a bill known as the 
Mitchell-Lama Act, and when the time comes that this land is down 
to a limited extent we will be able to get some help on housing. But 
so far it has not worked out. There are so many restrictions and 
whatnot that as far as the State is concerned, Senator, I would say 
not very much. 

Senator Crark. Is there any prospect that the State will pass legis- 
lation which would pick up a perceptible part of the one-third tab 
which the city has to pick up? 

Mayor Seprra. I will turn that over to Mr. Denne. 

Mr. Denne. Yes, Senator; as a matter of fact, in the last session 
of the legislature a bill was passed which provided a nominal $25 
million to be made available of loans to cities to represent not more 
than one-half of the city’s proportionate share. In other words, one- 
sixth of our urban renewal project cost. 
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Senator Crark. Have there been applications to take up that $25 
million ¢ 

Mr. Denne. That is effective only the 1st of January because it had 
to go to a public referendum in our last election, so it became effec- 
tive January 1 of this year. There have been no applications pre- 
pared for filing for it. 

Mr. Ranp. It is tied into the Federal program. You have to get 
approved a Federal title I project and then it covers 50 percent of the 
city’s one-third of the Federal project. 

Senator Ciarx. It has been suggested in this committee by the dis- 
tinguished Senator from Connecticut, Senator Bush, who has a very 
real interest in this program, that because the States are coming to 
the help of the cities we could cut back the Federal share of the contri- 
bution from two-thirds to one-half and the States would pick up the 
difference. Connecticut passed some legislation which Senator Bush 
is justifiably very proud of which would help the cities in Connecticut 
to some extent. 

I wonder whether you feel the help you can look forward to getting 
from New York State would justify cutting the Federal contribution 
from two-thirds to one-half? 

Mr. Denne. Certainly not, Senator, with the nominal $25 million 
available on a statewide basis, because I would guess probably $24 
million would be quickly applied for by the city of New York itself, 
which would leave the rest of the State in bad shape. 

Senator CrarK. You do not anticipate Governor Rockefeller, who 
is very sympathetic to this program, I know, will be able to get you 
additional State help from the legislature in its present session ? 

Mr. Denne. There would have to be passed additional or amending 
legislation. As a matter of fact, this was approved in a referendum 
last fall by a majority of only 20,000 votes on a statewide basis. It 
got through by a very narrow squeak, and it was only because the $25 
million is a very small amount allowed for this purpose. With a 
larger amount we might have trouble. 

Senator CiarK. I know in my own State of Pennsylvania there has 
been some token State aid, but we are in a situation in Pennsylvania 
where we are going to have to raise between $350 million and $400 
million of additional taxes largely by regressive sales taxes. 

I think I have seen in the past week that New York State is also 
faced with the necessity of sales taxes. Is that correct? 

Mayor Seprra. Yes, sir. 

Senator Crark. In view of that fact, would it be a fair and objec- 
tive opinion to say that there is not much chance of Buffalo getting 
massive or substantial help from New York State in its urban rede- 
velopment program ? 

Mayor Seprra. It does not look like we are going to get any help, 
Senator. 

Senator Ciark. Have you had to face up yet to the relocation prob- 
lem? That is to say, where are you going to put the people who are 
displaced by your urban redevelopment and slum clearance projects! 

Mr. Denne. Yes; we are right in the middle of that in our first 
project at the moment, in respect to a redevelopment project. We 
have had it previously come up on other governmental action. In ac- 
quisition for throughways and so on. 
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Senator Ciark. You have a substantial relocation problem in con- 
nection with your highway program ? 

Mr. Denne. Yes, sir; we do. 

Senator Crark. Are there any other governmental actions resulting 
in some relocation in Buffalo? 

Mr. Denne. Yes; there are. 

Senator CiarK. Do you have any public housing in Buffalo? 

Mr. Denne. Yes; we do. 

Senator CLar«. What is the status of your backlog of applications? 
Is it quite easy to get into a public housing project, or do you have a 
number of applicants backed up ? 

Mr. Denne. We are very fortunate in that respect. We have about 
1,700 units coming on the market now which we will use largely, of 
course, for relocation purposes, either temporary or permanent, but 
we are in relatively good shape i in that we have the projects, two of 
which are State aided. 

Senator Ciark. In general terms, what is the economic level of the 
families that will have to be relocated? Are they low-income families, 
or middle-income families, or high-income families ? 

Mr. Denne. In our first project, 70 percent of them would qualify, 
for example, for low-cost housing—for public housing. 

Senator Crark. Public housing? 

Mr. Denne. Yes, sir. 

Senator Ciark. Is there available in Buffalo private housing for 
rent or for sale at prices which that 70 percent of the families which 
must be relocated could afford ? 

Mr. Denne. That 70 percent are eligible for public housing if they 
choose to make application for it. So it is at least 30 percent only 
that would seek elsewhere for permanent housing. We feel there are 
those resources available in Buffalo and in our suburbs, where most 
of that housing would go. 

Senator CLark. Let us take the 70 percent for a minute. Could any 
of that 70 percent afford private housing in Buffalo which is safe and 
sanitary ? 

Mr. Denne. There has been no housing as such built within our city 
limits. All of our housing that we have had available numbers less 
than 500 units a year of housing that was built in the city limits in 
the last decade. 

Senator CLtarK. Could you solve your relocation problem without 
public housing ¢ 

Mr. Denne. No, sir. 

Senator Crark. If you look forward to a program totaling $90 
million over the next 10 years, will you not require additional units of 
public housing ? 

Mr. Denne. It is very likely, sir. 

Senator Crark. Thank you very much, gentlemen. I appreciate 
your testimony. It has been most helpful to us, and I assure you again 
we will do our best to get it to the attention of every member of the 
committee. 

Now let me make a comment to you off the record. 

(Discussion off the record. ) 

Senator Ciark. The next witness is Mr. John R. Searles, Jr., rep- 


resenting the National Association of Housing and Redev elopment 
Officials. 
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We are happy to have you with us and hear the testimony of your 
fine organization, which has been so helpful in the past to our com- 
mittee. 

I see you have what looks like a reasonably massive statement, and 
I make the suggestion to you that we have it printed in the record at 
this point and you hit the highlights in the interests of proceeding 
expeditiously. Would that be satisfactory ? 

Mr. Searves. Very much so, Senator Clark. I will be delighted. 

Senator Cuark. The statement of Mr. Searles will be printed in the 
record at the conclusion of his remarks. 

Will you please just proceed in your own way to hit the high spots 
and maybe we will have a few questions for you. 
Mr. Seartes. All right, Senator Clark. 


STATEMENTS OF JOHN R. SEARLES, JR., PRESIDENT; LAWRENCE M. 

COX, CHAIRMAN OF THE REDEVELOPMENT SECTION; AND JOHN 
D. LANGE, EXECUTIVE DIRECTOR, NATIONAL ASSOCIATION OF 
HOUSING AND REDEVELOPMENT OFFICIALS 


My name is John R. Searles, Jr. I am president of the National 
Association of Housing & Redevelopment Officials. I am also the 
executive director of the District of Columbia Redevelopment Land 
Agency. 

There are several exhibits I would like to hand around to you and 
your colleagues after hitting a couple of these high points in the next 
5 or 6 minutes. 

I have with me on my left Mr. Lawrence M. Cox, executive director 
of the Norfolk Redevelopment and Housing Authority and the chair- 
man of our redevelopment section. He has been chairman for 3 years. 
Actually, Mr. Cox was the president of our association in 1949, and 
testified before your committee at that time, when legislation was 
passed that year. I was his predecessor as chairman of our redevelop- 
ment section and testified in 1954, the last time a major piece of legis- 
lation was considered and enacted. We like to think there is some- 
thing magic in the 5-year period. We hope so, anyway. 

On my right is Mr. John D. Lange, our able executive director, and 
among the three of us we will try to answer any questions. 

Senator CLark. We are happy to have both of those gentlemen with 
us also. 

Mr. Seances. Thank you, sir. 

One of my little exhibits is a picture of Southwest Washington, a 
calendar. 

I would like to welcome all of the new members of your committee 
to our city, and also invite you to take a tour of the Southwest project, 
which is now in execution. It is a very large project. 

Senator Crark. There are some other parts of Washington I think 
it would be helpful for all members of this committee to visit also, in- 
cluding some parts of the city where urban redevelopment has not 
gotten underway. They can have a firsthand view within 3 blocks 
of the Capitol as to why this program is so essential. This fine city, 
like my own city of Philadelphia, has some of the worst slums in 
the world within a stone’s throw of many of these beautiful buildings. 

Mr. Srarves. You are right, and as an agency we will be delighted 
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to arrange any trips or tours that any of your colleagues would like 
to make. 

The first private housing project development in the Southwest re- 
development project is eoing to open up for occupancy in the next 2 
or 3 months. It will be available within easy walking distance of the 
Capitol, and it makes a very fine place to live. 

Our association consists not only of executive directors, like Mr. 
Cox and myself, but civic leaders and members of boards and commis- 
sions who are drawn from business and industry and the professions, 
and from people who are interested in better housing and urban 
renewal in the country asa whole. It was founded in 1933 and it has 
grown to represent the workers in the vineyard, as it were, in the 
field of housing and renewal, since that time. 

In our annual meeting at San Francisco last October we passed 
a program resolution which is attached to my testimony and indicates 
that the testimony which we do submit to you here represents the 
consensus of our membership throughout the country as a whole. 
I would like to mention some of the high spots in the testimony before 
we submit to any questions which you may have. These include a 
basic belief in the effectiveness of urban renewal when it is carried 
at the rate we hope it can be carried out at now. Perhaps 5 or 10 
years ago, when we were experimenting and starting with this pro- 
gram, some of us had doubts whether we could ever achieve slum- 
free cities. But I know more and more cities, just as we here in 
Washington, are finding that the goal is in sight if we can just main- 
tain a sufficient level of housing production, slum clearance, redevelop- 
ment, and conservation, and that we can have cities truly free of slums 
and have decent houses for every family to live in. 

Five years ago, after passage of the Housing Act of 1954, we had a 
workable program prepared in Washington ‘by two experts in the 
field. We got Mr. James Rouse, a mortgage banker from Baltimore, 
who was chairman at that time of the Committee on Housing and 
Urban Redevelopment and Renewal which was appointed by Presi- 
dent Eisenhower to take a new look at the program; and Mr. 
Nathaniel Keith, who had been Director of Slum Clearance and Re- 
development after the passage of the Housing Act of 1949. These 
two men prepared a blueprint of action for us in Washington which 
: very much like the report Mayor Sedita referred to, prepared for 

the city of Buffalo. 

This was called No Slums in 10 Years. To some extent it was a 
shot in the dark and we probably cannot make it in 10 years, but we 
do know, as we go down the road on which dedicated groups of citi- 
zens are leading us, we will come toa truly slum-free condition, That. 
does not mean it will stay that way thereafter without effort and 
without urban renewal, but we can make strides toward reaching that 
point. 

Senator Crark. Do you mind if I interrupt from time to time? 

Mr. Seartes. No, sir. 

Senator Crark. In order to reach that point, what are you going 
to have to do in terms of the Federal program? I have particular 
reference to how long it would take to reach that point, if ever, under 
the administration bill, and to what extent that would be speeded up 
under S. 57 and under S. 193. 
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Mr. Seartes. Very frankly, sir, we think we will go backward un- 
der the administration bill. We will not hold our own because we 
will not be able to maintain the rate we have been proceeding at today, 

Senator Criark. In point of fact, do you think we are making much 
progress right now in eliminating blight faster than it is accumulat- 
ing ¢ 

Mr. Searzes. I think in certain cities; yes. 

Senator Crark. How about across the board generally in the 
country ¢ 

Mr. Searzes. No; there are not enough cities in the program yet, 

Senator Ciark. That is really the answer; is it not? 

Mr. Searues. Yes, sir. 

Senator CLark. It seems to me you put your finger on it. There 
are not enough cities in the program yet to enable us to eliminate 
blight faster than it is spreading. The number of cities going into 
the program is increasing by leaps and bounds, and just as the pro- 
gram gets off the ground the administration proposes to kill it. I do 
not ask you to endorse that statement, but I would be happy to have 
your comment on it. 

Mr. Seartes. I cannot help but believe it is true. Buffalo is a late- 
comer to the program and now they have a full head of steam. That 
is one situation. Mr. Cox, who was in the program early, may wish 
to comment on it now. He has a program which has gone into full 
gear and it is getting somewhere. 

Senator Ciark. We will be happy to hear from him. 

Mr. Cox. Our program having been early, in fact we had the first 
project in the continental United States to get in the execution stage, 
we are fortunate in that we are not now delayed by the rationing 
formula which is presently in vogue. 

Senator Crark. We ought to get in the record that Norfolk is 
your community. 

Mr. Cox. Yes, sir. The difficulty now with the small amount of 
money that seems to be in the minds of the administration is that 
these programs would be so fragmented, so to speak, which is a bad 
term to use in describing it, that you not only could not keep abreast 
of your slum problem in the community, but you could not do any 
logical planning. 

These areas that you move into are entities in themselves and you 
cannot cut them up in small blocks and small parcels and produce 
any realistic salvation for the city. They have to be bold and sig- 
nificant in their size and their consequences in the community in order 
really to fulfill the objectives of the 1949 act. 

Senator Ciark. For how long a period do you think it desirable to 
have the Federal program authorized in order to meet these objec- 
tives ? 

Mr. Seartes. We think 10 years. 

Senator Crarx. How much money do you think should be author- 
ized each year? 

Mr. Srartes. Our association believes that the figure should be 
$600 million a year. 

Senator CLrark. What a coincidence your views and mine are iden- 
tical. 

Mr. Srartes. It is amazing. Actually, the $600 million, I think, 
as you probably arrived at your conclusion as we did, is about the 
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present level that we have achieved. It does not contemplate a very 
great increase, but at least would maintain the position we are at and 
we would not lose the head of steam we have now built up. 

I would like to comment for just a moment on the formula which 
resulted when the administration found last year that they were run- 
ning out of money. ‘The administration seems to feel they have to 
have a basis on which they will cut down, and individual projects are 
cut into pieces. So it amounts to the fact that there is an inadequate 
authorization to go around. 

We feel neither of the two results is good, but the formula is prob- 
ably the worst way of treating the city where there is an inadequate 
authorization. It has resulted in forcing the cutting down of some 
projects which should not be cut down, and those cities that have stood 
their ground and refused to fragment their projects have had to drop 
out of the program. 

The mayor of Buffalo had a very dramatic example of what hap- 
pened in that city because the timing was so particularly bad just 
when they had built up a good head of steam. 

Senator Ciark. This fragmentation program is going to cost more 
money in the long run, is it not ? 

Mr. Searves. We think it is bound to, because the projects are not 
adequate and the marketing of the projects will be very difficult. The 
very small ones which do not have natural boundaries will be unat- 
tractive for private development. 

In Washington we could not have a project as small as 50 acres. 
This is true of most cities because even in smaller cities, although the 
formula favors them, they get a smaller amount of money. In large 
cities the land prices are so high that you cannot get a project of 
decent size. 

Senator CLark. In other words, the whole fragmentation policy is 
an example of inefficiency and wastefulness in Government, isn’t it / 

Mr. Searzes. It is resulting in that. Yes, sir. 

Senator CiarK. Excuse me. Senator Sparkman is assuming the 
chair. 

Senator SPARKMAN (presiding). You go right ahead. 

Mr. Searzes. I was driving home our distress at the formula devised 
for rationing capital grant funds. The formula has resulted in the 
breaking up of projects which should not be broken up, or in the turn- 
ing down of projects in cities which just refuse to break up their proj- 
ects. Almost all of these projects have natural boundaries of some 
kind. In the Southwest in Washington, as you know, we have the 
Potomac River on one side and the great Mall on the other side, and 
South Capitol Street is on the other side. They are nat#ral bound- 
aries. A small amount would not have taken us very far in taking 
care of that. But fortunately under the old system of giving capital 
grants in accordance with the project which was submitted, and judg- 
ing it on its merits, we were able to get the entire project in a state 
of execution, but there are only a few bits and pieces that will work 
under the formula. 

I am sorry that Senator Clark had to leave, because I wanted to 
bring up a point about his city of Philadelphia. There was a small 
pocket of blight in Philadelphia where it worked, but it was the ex- 
ception rather than the rule. We think there should be an adequate 
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program level. That might in itself preclude the need for this ration- 
ing. But even with the lower level, the rationing itself has a very 
bad effect. 


I was hitting a few of the high spots in my testimony and Mr. Cox © 


and I were prepared to answer any questions which you might wish 
to ask us. 

There were two other points which have been proposed in the bill 
which you sulinitted and the bill which Senator Clark submitted 
which we favored particularly, and of course there are many listed 
in detail in our testimony. 

One point Mr. Steiner mentioned in his testimony to you we feel is 
a very good idea too. This has to do with the local grants-in-aid, 
Under the present legislation, any public works project, a street or 
school which is to be counted as part of the one-third local share, can- 
not be contracted for prior to the actual undertaking of that project. 
But if we begin scheduling projects around the city and we have 
public works programs, we know there is a tremendous amount of 
time involved in the development of an urban renewal project, so it 
becomes impossible sometimes to hold off these schools or street im- 
provements which are planned in conjunction with urban renewal 
projects. So the legislation which you have proposed we think very 
wisely permits a 5-year lead time for these projects in order not to be 
made ineligible to be counted as local grants-in-aid. 

This does not say a school built tod: ay will be a local credit against 
an urban renewal project, but merely says because it got started a 
little earlier than the project it is not thereby ineligible and not 
counted at all. That is what has caused some of our communities 
very serious hardship. It has distorted public works programing 
and forced poor planning, I will say, in cities. 

This flexibility will just clear up a technical difficulty which has 
been causing us a lot of trouble. 

There is another point Mr. Steiner mentioned that I would like 
to dwell on for just a moment. That is his recommendation that the 
loan authorization be geared to those projects actually being under- 
taken. We think that is a good idea. Of course, it would guarantee 
there being adequate loan authorization all the time and the loans 
are, of course, tied to the project. This would be a very important 
and efficient means of being sure that there are always enough loan 
funds to carry out the projects, and the projects would be controlled 
by the amount of capital grant authorized by you. 

In the administration bill I believe there are sections which pro- 
pose assistance for community urban renewal planning, which we 
strongly favor. But in doing that the administration suggests there 
would no longer be any necessity for aid for feasibility surveys or 
for general neighbor hood renewal planning. Actually we have had 
a terribly tough 1 time getting adequate planning for urban renewal. It 
is like building a house without an architectural drawing, or build- 
ing a subdivision which is not laid out properly. There are very 
distinct and different steps in planning which are something over and 
above this. Cities have normally been financing it out of their city 
planning program. Additional aid is necessary if these projects are 
to be properly prepared and do the job we want them to do. 
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The community urban renewal planning and blueprinting of the 
projects for an entire city and the feasibility surveys to decide 
whether their individual projects are ready to go, general neighbor- 
hood renewal planning for whole neighborhoods that need to be 
cleared, and individual project planning, are all distinct and necessary 
steps just as are a layout of a subdivision and the building of a house, 
which involves the different parts, such as heating and plumbing, 
which all go into it. If you leave out any one of these parts, in- 
adequacies will result. ; 

Another point I would like to mention is the very great stimulating 
effect of these urban renewal capital grants to private investment in 
cities. They actually create wealth, many times the actual expendi- 
tures which they involve. In some of the projects we have been 
looking over in preparation for this testimony we find that a dollar’s 
worth of Federal grants will produce anywhere from $3 to $7 of 
private real estate investment, depending on the particular type of 
project, that is, as to whether it 1s housing and has a great deal of 

ublic works in it, and whether there are office buildings involved. 

ut in any case, the minimum it produces is about $3 worth of pri- 
vate investment, and in some cases, let us say a project that is an 
ofice building or a high-rise apartment house, the dollars of private 
capital invested as a result of these urban renewal capital grants be- 
come $7. 

Senator Proxmrire. May I ask a question at that point? 

Senator SpaRKMAN. Senator Proxmire. 

Senator Proxmire. That testimony does not contradict exactly, but 
it is more modest and conservative than the testimony we heard 
yesterday, which is to the effect that a $1 investment by the Federal 
Government—and maybe this is the point—in the urban renewal pro- 
gram would bring forth $10 to $15 of private investment. You said 
$3 to $7 with $7 being the maximum. 

Mr. Searzes. I am taking it on a broad average. Actually you 
can get a project which has a very little writedown at all. After all, 
we are buying the property with the Federal grant. 

_ Senator Proxmire. The reason why I raised this point is, I think it 
ls an extremely good point and a very important one from the stand- 
point of the economy and its effect on the whole national budget. It 
1s a point we can make later to show the urban renewal investment 
may very well be a balancing item and help to balance the Federal 
budget, rather than to unbalance it. 

I would be grateful to you if you could give us the basis for your 
study and statistics that would indicate the $3 or $7 to $1. Anything 
like that would be very helpful. 

Mr. Srartes. I was taking our projects here in Washington and 
what I happen to know of the statistics in the city of Philadelphia, 
which run in that general area. 

Senator Ctark. Could I amplify that a little bit? 

Senator SparKMAN. All right. 

_ Senator Ciark. Mayor Dilworth testified yesterday that $1 of pub- 
lic funds in Philadelphia would generate $10 of private expenditure. 
One of the other mayors—I think Mayor Celebrezze of Cleveland— 
testified with regard to their urban redevelopment projects there that 
$1 of public funds would generate $15 of private expenditure. 
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Having been a mayor myself I realize that sometimes in their-zea] 
for a program there might possibly be a tendency to perhaps a little 
bit overstate the case, but I was startled when you came down to $3 
to $1. 

Mr. Seartes. I wonder if you would let Mr. Lange, Mr. Cox, and 
myself gather about 15 representative projects throughout the country 
and give you the precise figures on these projects, drawn at random, 
and submit them to you to show you the range of increase in the 
Federal investment. 

Senator Proxmire. We would be very grateful if you would do that. 

Senator Ciark. Mr. Chairman, they had better do it pretty quickly. 

Senator SparKMAN. Of course, we will be glad to have the informa- 
tion. I did not realize we had projects far enough along so that you 
could get worthwhile statistics on them. 

Senator CLark. We have some completed projects in Philadelphia. 

Senator SparKMAN. They are already beginning to show returns? 

Mr. Searues. Yes. 

Senator SparKMAN. In the disposition of the property itself. 

I think it would be most helpful, and we would be glad to get it as 
soon as we can. 

Mr. Searues. Fine. I think we can get it together this afternoon. 

Senator Sparkman. If you can get it by tomorrow we can get it 
into the printed record. 

Mr. Searves. I can assure you we will hurry. 

Senator SparKMAN. We are closing the record when we close the 
hearings tomorrow afternoon. 

Mr. Seartes. All right, sir. 

(The table referred to follows :) 


National Association of Housing and Redevelopment Officials—Ratio of Federal 
capital grant to private construction for selected urban renewal projects 
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Mr. Seartes. I have some other brief statistics here that we have 
collected on the Southwest Washington project, which again may not 
be completely typical, but they are not far wrong, because there is 
everything you can think of in the southwest project—public housing 
and private housing, office buildings, and expressway. 

Senator Sparkman. Is it far enough along now? I have not been 
down there since coming back to Washington, and I have not seen it 
since I left there last summer. Is it far enough along so it is begin- 
ning to show up now asa development ? 

Mr. Seartes. I think it is; yes, sir. 

Senator SparKMAN. I believe there are completed apartment houses, 
are there not ? 

Mr. Seartes. The apartments will be available in 2 months. 

Senator SparKMAN. What is there? What has been completed ? 

Mr. Searues. This is a 402-unit elevator building and row houses, 
which will start under construction along with the buildings. Itisa 
combination of row houses and elevator apartments. The row houses 
will begin construction in about 2 months and take about 5 months to 
complete. 

Senator Sparkman. Is the apartment building further along than 
any other part? 

Mr. Seartes. Yes, sir; it is. The apartment building was started 
last April, and that will be open. The expressway is well along. The 
town center breaks ground in March, we hope. 

That area as a whole produced 114, 1.2 cents out of every tax dollar 
before redevelopment, but it consumed 9 cents of the welfare dollar, 6 
cents of the health dollar, 1214 cents of the dollar spent for mental] 
patients, 6.4 cents of the police dollar. 

Senator SparKMAN. As against 1.2 that it paid ? 

Mr. Searwes. 1.2 of the tax dollar. 

The taxes before redevelopment based upon our tax rate since valua- 
tion yielded $451,000 a year; that was the actual tax return before 
we began clearing. 

We have purchased about 95 percent of the houses and a good many 
of them are torn down, so the taxes have gone down. But $451,000 
was the amount before we started. Afterward, and this excludes the 
large amount of land to go into public use for public office buildings 
and the expressway, but just calculating the private housing and the 
stores, the commercial properties, we expect that the tax yield will be 
$3,500,000 or almost an eightfold increase. It was a very depressed 
area, and the new structures will be substantial. 

Senator SparKMAN. Did you get that figure, Senator Clark? 

Senator CirarK. I am sorry; I didn’t. | 

Senator SparkMan. The Southwest Washington project, he esti- 
mates at about $8 to $10 from figures that are available at the present 
time. 

Senator Crark. $8 of private expenditure for each $1 of public 
Pedicure: very interesting. 

Senator SpaRKMAN. It is interesting. 


Mr. Searues. I didn’t quite say that. 


Senator Sparkman. It is $8 return in the development for each 
dollar invested. 


Mr. Szartes. That is correct, sir. 
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Senator Criark. I think they are two different things. One has to 
do with the return and the other has to do with the amount of private 
expenditure stimulated, not necessarily the same. 


Senator SparKMAN. Let me give you this figure because I think - 


this would be relative. 

He testified that the actual tax paid prior to the beginning of the 
acquisition of the property was $451,000. They estimate, as best they 
can, that the return on the finished development will be $3.5 million. 

Senator Crark. Tax return ? 

Senator SpaRKMAN. Yes. 

Senator CiarK. That is very interesting and that is still different 
from what the mayors were talking about yesterday. 

Senator SparKMAN. But I think it gives a better picture than al- 
most any other figure. 

Senator Ciark. Very helpful. 

Mr. Seartes. I would say that, to qualify a little bit what I told 
Senator Clark before—— 

Senator Ciark. May I interrupt for just a moment. That I take 
it would only be the real estate tax, would it not? 

Mr. Seartes. Correct, sir, that is just based upon our present tax 
rate applied to an estimate of the building value, 50 percent which is 
‘our usual basis, and the land at 100 percent. 

Senator Ciark. Can you tell us whether there would be any addi- 
tional Federal income tax generated as a result of the new use of the 
property ? 

Mr. Seartes. We think it would be tremendous, I would certainly 
hope so, sir; yes. A very substantial increase in the income level of 
the area. 

Senator CrarK. So from the point of view of the Treasury this 
would be a good investment ? 

Mr. Searues. Very good. 

One of the things that depresses the amount of private investment 
stimulated by the tax dollar is the fair amount of the public buildin 
that are going into the area. There are some new public office build- 
ings to go along Independence Avenue and a large amount of land 
devoted to the expressway which, of course, come out of the private 
investment figure and which might account for the difference between 
the figures that I gave you and the ones given by the mayors. 

Senator SparkMAN. I believe you said that that was not included 
in the $3.5 million ? 

Mr. Seares. No, sir; those are not included, sir. 

Senator Sparkman. That are dedicated to public use? 

Mr. Searies. Our agency strongly favors a return to the 1949 
authorization for public housing. We feel that even that level is 
inadequate to meet the tremendous needs for public housing which 
our urban renewal and highway programs are generating. 

Senator CLiarK. Could I ask a question, Mr. Chairman ? 

Senator SparkMAN. Yes. 

Senator Ciark. What evidence do you have as to the probable 
demand for public housing in the next 3 years? 

Mr. Srarzes. Mr. Lange has made a quick survey of that, sir, and 
I would like to have him speak to that point, if he would. 
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Mr. Lance. We made a survey early this month, just a nationwide 
spotcheck, on certain assumptions. Obviously, we know the need is 
tremendous, but we wanted to get an indication of what might be 
expected in the way of demand and applications coming into the 
Federal Government for public housing. 

Senator CiarK. You had better state what those certain assumptions 
are. 

Mr. Lance. The assumptions are these: 

(1) That there would be authorized a $600 million program per year 
for 4 years under urban renewal ; 

(2) That local housing authorities would be given the full respon- 
sibility for the operation of their program as contemplated under 
the bills under consideration today, so that they would be given a little 
more latitude to adjust their program flexibly to the needs of the 
community. 

(3) That the public housing would be used for handling the reloca- 
tion housing for people displaced from urban renewal areas or other 
urban renewal action, from other governmental action such as the 
highway programs, and to house otherwise eligible families who come 
from slum areas that are not slated immediately for clearance. 

So, on those three basic assumptions we asked selected persons 
around the county in different States to canvass 

Senator CiarK. Let’s see how those selected persons were chosen 
because we want the evidence to be objective and not just friendly 
people who you were able to pick up. 

Mr. Lance. Well, the people called either were affiliated with a 
State agency or State association; in some cases a person in a geo- 
graphical center who could make a quick canvass around to some of 
the local authorities in the vicinity and obtain from their staffs a 
fairly reasonable forecast of what their communities might need 
within that period under that set of assumptions. 

Senator Crark. You think this was objective and not loaded? 

Mr. Lanee. I think definitely it was objective, although, because 
of the haste in which the survey was done there was not time for 
the people to check with their own boards, their commissioners, with 
their own city officially to establish these as concrete figures, but I 
do believe with the circumstances that they know 

Senator Ctark. You didn’t tell them to build it up? 

Mr. Lance. No; this wouldn’t be beneficial. I am sure that if the 
assumptions came true, we would have to depend on what we esti- 
mate and present as figures today. 

We did not get responses from all States. There are partial re- 
sponses, to date, obtained from 33 States throughout the country, 
and, because of the samples, we had to project statewide figures 
based on authorities already established but without considering 
those that might be created as a result of embarking on an urban 
renewal program. We came up with a figure of 258,000 units in the 
continental limits of the United States plus an additional 36,000 
that one of the territorial governments felt they would use in the 
next 4 years. 

_ Senator Ciarx. Will you state that again, that is a startling figure 
In view of the administration’s determinution to cut the program 
off entirely. How many units? 
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Mr. Lance. This is what appalls me. They have not presented 
any figures or any evidence that there is a potential demand there 
under a different set of circumstances. 

Senator Ciark. Let’s have that figure again. 

Mr. Laner. About 258,000 units over the next 4 years. 

Senator Crark. Of public housing? 

Mr. Lange. Of public housing units. 

Senator CrarKk. Will be needed on the basis of the assumptions 
you say? 

Mr. Lance. Not needed, will be asked for. 

Senator CLark. Will be asked for under the assumptions you have 
stated ? 

Mr. Lanee. That is correct, plus those outside the continental limits 
of the United States. This would add up to about 294,000, or better 
than 70,000 units per year. Obviously, in the first year many of these 
communities won't be gearing up so it is unlikely they would call upon 
the 70,000 in the first year, but they will in succeeding years build up 
a greater pace. 

Senator Ciark. They are going to have to have these units, are 
they not, before they can go ahead with their redevelopment projects 
because the law says you have to relocate people before you can get the 
Government money ? 

Mr. Lancer. Definitely; they are going to have to embark upon these 
programs immediately because you cannot build these places over- 
night, select sites, execute contracts, clear the sites, so that the lag: 

Senator CLark. So, would it be a fair assumption that if the public 
housing program is killed, as the administration recommends, with 
respect to additional units, they are also going to kill, at the same 
time, the urban redevelopment program ? 

Mr. Lanes. Definitely. 

Senator CiarK. This is a rather devious way of achieving an end. 

Mr. Searues. We realize, of course, in the case of the public housing 
program, that there are more reasons than sheer program level that 
are holding it back. There are two other points that are raised in 
our written testimony that I will just mention here and you may wish 
to ask us about them further. One is that in this particular level of 
our economy, there are certain social and economic adjustment prob- 
lems in relation to the market, or should we say the attraction of pub- 
lic housing to families who actually need it. The second, and a very 
serious difficulty, is the unfortunate relationship, I think, that exists 
between the Federal agency administering the program and our local 
agencies. There is without question a tremendous excess of control; 
there is an apparent difficulty in maintaining the local autonomy 
which the commissioners drawn from positions of local civic leader- 
ship like to feel that they have in making decisions as independent 
authorities. 

Senator Crark. Mr. Chairman, could I interrupt at this point? 

Senator Sparkman. All right, Senator Clark. 

Senator Crark. Are you familiar with Mr. Slusser’s testimony be- 
fore this committee ? 

Mr. Seartes. We have read it; yes, sir. 

Senator CiarKk. I would like to call your attention to some com- 
ments he makes on page 3 of his written statement with reference to 
section 401 of Senator Sparkman’s bill and section 201 of my bill. 
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Iam going to read a short excerpt and ask you to comment on it. 
I quote: 

The elimination of Federal supervision over budgets and expenditures must 
result in unwarranted increase of Federal costs in the program. Local au- 
thorities are not subject to supervision or budget control either by State or 
local officials, they do not have the power to levy and collect taxes, and have 
no assets other than housing projects made possible by the Federal Government 
and a few cases by the State government, and the income from such projects. 
By law neither the city, county, State nor any political subdivision is responsible 
for their debts and obligations. 

Thus, even assuming the effectiveness of the postaudit provision subsequently 
provided for in these bills, there will be many instances where postaudits and 
disallowances will come too late to remedy the damage of overbudgeted or non- 
budgeted expenditures or obligations already incurred. 

For the type of items that would be involved we refer you to the 12 reports 
on local authority operations which have been made by the Comptroller General 
to the Congress. 

That is a pretty vicious attack on the group which you represent 
and I would be happy to have your comments on it. 

Mr. Searces. We do think it is a very vicious and a very unfair 
attack on it, sir, and I would indicate that for our association we 
disagree with it about 1,000 percent. I would like, however, to ask 
Mr. Cox to speak a little bit on that because he operates a fine public 
housing program and I would like to get his comments on that, sir, 
if itis all right with you. 

Senator CLark. I would be happy to have them. I would like Mr. 
Cox to devote particular attention to the caliber and character of the 
individuals who represent housing authorities and redevelopment 
authorities throughout the country and, in particular, his views as 
to the alleged dangers of a decentralization program which might 
make it necessary to eliminate some of the 1,600 employees of the 
public housing authority who are presently passing on whether you 
should be allowed to buy a mop or a bucket or where you should put 
a Coca-Cola. machine. 

Mr. Cox. Senator, first of all respecting this statement, it is char- 
acteristic of the philosophy that permeates the Public Housing Ad- 
ministration that there 1s substantially no intellect or no integrity in 
the public housing program except in the Longfellow Building in 
the city of Washington. This is a great condemnation of the thou- 
sands, literally thousands, of first-rate citizens throughout the country 
that run these programs. In answer specifically to your question 
about their caliber, I think our local agency is illustrative. It is no 
better nor worse than the average. We have five men. The chair- 
man is an outstanding attorney ; he has been selected first citizen of our 
community because of his widespread unselfish services to the com- 
munity ; he is a director of our largest bank and our largest building 
and loan association. He is a director of Norfolk newspapers and 
of Richmond newspapers, and he is private enterprise personified in 
our community. 

Our vice president is the president of the second largest real estate 
firm in the community and an outstanding citizen, as are all five. We 
have another member who is a retired lumber dealer and spends his 
entire time now aiding various civic and charity activities in town. 

_ One of the other members is president of the largest shipbuilding 
industry in our community, the Norfolk Ship Building & Dry Dock 
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Corp., and serves in many other capacities in the community other 
than as a member of our board. 
And the fifth member is an automobile distributor, was mayor of 


the city. His brother is president of the University of Virginia, and — 


a man of the highest caliber. 

This is a typical commission and these men take seriously their 
responsibilities. 

Senator CLark. They serve without pay, don’t they ? 

Mr. Cox. They serve without pay and they are in the main in the 
average community pretty substantial taxpayers on the city, State, 
and national level and are much more concerned about the tax dollar 
and how it is spent than any other person you could pick. 

So this is a very condemning position the PHA has taken. Asa 
matter of fact, all through Mr. Shusser’s statement there is a form of 
jealousy for the prerogatives that he has, and I think unlawfully, 
consistently corralled to his own bosom in operating this program. 

Senator CLiark. Do you have any comment to make on the 12 re- 
ports on local authority operations made by the Comptroller General? 

Mr. Cox. I have not read the 12 reports and I didn’t see them 
attached to the statement which we have. They are not in the 
copies that were available to us. 

Senator Ciark. I expect they are saving them for the floor. 

Mr. Cox. However, the Comptroller General, I assume, when he 
audits, and he has been in our agency and audited us, he audits the 
extent to which we operate under the controls that are handed down. 
Certainly the Comptroller General is going to take exception to the 
fact that we bought a double-dip galvanized bucket instead of a 
single-dip if the control says we must buy a single dip. 

I guess that is one of the reasons why his reports are so detailed, 
because he is auditing them in the light of the controls that the PHA 
has exercised and has handed down. Iam not sure. 

Senator Wiii1ams. Will the Senator yield ? 

Senator CLark. Happy to yield. 

Senator WixuiAMs. I just wonder, Mr. Cox, what you have to say 
as to some of the suggestions that I have heard that all commissions 
aren’t as typical and as of high caliber as you have described. The 
New Haven commission is as we know. Are some indulging in extrav- 
agances like Cadillacs for commissioners; things like that? 

Mr. Cox. I don’t think I could sit here and represent to you and 
would not want to, that there isn’t some element in this program, as 
in any other public program, that leaves something to be desired in 
terms of integrity. 

I just don’t believe you can take a Nation like ours and police it 
from Washington with every conceivable protection against someone 
breaching the law. We have criminal laws and we have courts to deal 
with people who have breached their responsibilities as public officials. 
I don’t see why it is necessary in this program, contrary to the normal 
concept of public administration, to protect it out of existence and 
that is the effect of what is happening. It is being protected out of 
existence. 

Senator Wititiams. Are you convinced that any abuses are very 
minor within the program ? 
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Mr. Cox. I think some abuses have occurred that have not been 
minor and they have occurred irrespective of the controls and I don‘t 
believe that these controls can assure absolute compliance. 

Conversely, when the community is more responsible for its own 
activities, its own actions, and is given the degree of latitude and 
authority or discretion which is intended, they will measure up. 

Right now they have substantially no say as to what is done and 
what isn’t done. I don’t mean to say that that will correct any 
abuses that now exist, but I don’t believe that the abuses, one, are 
serious in magnitude 

Senator WiniiaMs. That is what I wondered about. 

Mr. Cox. Secondly, I don’t believe that there is any way to assure 
no abuses in a program of this sort. Even if you make it a federally 
operated program and federally owned, you still will get some people 
init that will fall short of their responsibilities. 

Senator Wiiu1AMs. Increasing responsibility on the shoulders of 
the local people might produce even better service in this program, 
I would think, myself. 

Mr. Cox. Better service, better sense of responsibility and a greater 
pride in the accomplishments on the local level. 

Senator CiarK. I think we ought to point out, Mr. Cox, that in 
both Senator Sparkman’s bill and mine, there is a continued require- 
ment for postaudit by the Comptroller General and provisions for 
local audit as well. So there is no danger whatever that loose finan- 
cial practices would not be caught. Some of us who have had munici- 
pal experience are aware of the frustrations and difficulties from pre- 
audit practice. I would like you to comment, if you will, on the 
provisions in Senator Sparkman’s bill and mine which provide for 
decentralized authority generally with respect to the fixing of budgets 
and also with respect to the treatment of residual receipts, and to 
the advantages which your organization thinks would come from 
the adoption of those sections into law. 

Mr. Cox. On the matter of fixing budgets, if the board has the 
responsibility and the control over budgets, which they do not now 
have, then I daresay that they would deal with those things which 
are essential in their minds to meet the objectives of the program as 
itcan best serve that particular community. 

As responsible nonpaid officials not any longer a rubberstamp on 
a set of figures that the PHA has said they are willing to go along 
with, and the only set that they were willing to go along with. As 
& group of responsible citizens who then have to say, these are our 
figures, these are our determinations as to what is a feasible and 
economical operation to serve the community. 

Senator CLtark. And this would apply, also, to the fixing of rentals; 
would it not ? 

Mr. Cox. It would also apply to the fixing of rentals, both with 
respect to the minimum and maximum. We would no longer be 
under the tremendous pressures which we are under at the present 
time to increase the minimum rent, which is a contradictory philoso- 
phy to the objectives of this program. This is done now so as to 
make it possible to reduce the annual contribution to the utmost. 

Senator CLark. Would you think it was a true generalization that 
the local authorities in the public housing field are under pretty con- 
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stant. scrutiny from the newspapers, from the political leaders in 
both parties, with respect to their operations in that city? 


Mr. Cox. They are under great scrutiny. However, it is obvious _ 


to most newspapermen who get into the operation of a local agency 
that it is really not a local operation but a Federal operation. I think 
that this scrutiny would continue but it would be slanted to challenge 
these local officials to do the job that the locality needs to have done. 

In other words, they would not, as now, come in and want to know 
what has the Federal Government handed down this month or what 
are your problems with the Federal Government. We could no 
longer, insofar as there is any opportunity, duck an issue locally, 

Senator Ciark. Would not that local scrutiny be more effective 
if you had local responsibility instead of having to refer everything 
to Washington ? 

Mr. Cox. Much more so. 

Senator CLark. Would it not be your view that the local people 
serving without pay and dedicated to a public service would be far 
better able to cope with these serious problems in a disinterested way 
than some bureaucrat coming down from Washington telling them 
what to do in order to make work for himself? 

That is a pretty bitter statement on my part but I think it is justi- 
fied by what Mr. Slusser has said. 

Mr. Cox. I think certainly it would be much more effective to have 
operations and responsibility vested locally. The employees that 
come down, the Federal officials, have to deal with matters in terms 
of what kind of a record they are establishing for themselves in their 
own agency and that is an unfortunate characteristic. 

Senator CLark. Thank you, Mr. Chairman. 

Senator SparKMAN. All right. 

Anything further, Mr. Searles ? 

Senator Ciark. Mr. Chairman, there is one further matter if I 
may I would like to ask for comments. 

Senator SpARKMAN. Yes. 

Senator CrarK. I would like to have your comments on. the so- 
called Treasury memorandum which was attached to Mr. Slusser’s 
testimony intending to indicate that the provisions in Senator Spark- 
man’s bill and mine would result in very substantial and unjustified 
additional Federal expenditure. 

Mr. Searves. We do not agree with that memorandum, sir; we 
think that some of the assumptions are false and Mr. Lange has made 
an analysis of that and would like to submit something for the record 
which would take a particular example and apply this ruling. 

Mr. Lange. I might explain first, in reading the Treasury memo- 
randum and also the series of assumptions supplied the Treasury 
Department by the PHA, that the assumptions furnished were rather 
erroneous and therefore, the conclusions, I think, are rather false. 

In the first instance, there was the assumption that ‘residual re- 
ceipts, which are really the difference between the gross income, the 
rents, less operating expenses and reserves for maintenance and other 
current expenses, which are not presently applied to reducing maxi- 
mum annual contribution if applied to amortization would cost the 
Government somewhere in the neighborhood of $370 million in in- 
terest costs alone. 
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In the first case they imply that this amortization would mean that 
an authority would merely go out and buy the securities, paying for 
them at par plus whatever premium is involved where a bond is 
retired earlier than its maturity date. 

This is not so, because under a set of circumstances on the book bond 
market, this may be good and it may not be good. I think they are 
taking an assumption with the current bond market existing that a 
set of circumstances would be involved. One is that of the $22.2 
million, which is the approximate amount of the aggregate residual 
receipts on all projects throughout the country and that if they paid 
the full maximum annual contribution this would run somewhere in 
the neighborhood of $121 million. By projecting that amount over 
the years, the 40-year period, they assume that the Federal Govern- 
ment would stand to lose by amortizing the bonds in advance simply 
on the grounds that they assume also that the residual receipts level 
is sustained at a level pitch throughout the 40-year period. ‘This is 
not so at all. 

Evidence in the last few years has indicated that residual receipts 
have declined because of increasing costs of doing business; that the 
local authorities have not increased their rents to compensate for the 
increase in operating costs, merely because the families that they are 
housing are still at the same income levels that they were before. 

Adjustments go on year by year, but on the average the income 
from projects lags behind operating expense. As a result the resid- 
ual receipts have declined. Now, in the first instance, if there are 
residual receipts and you want to retire the bonds, there are two other 
alternatives that can be used. One is to buy the bonds on the open 
market, and the bill actually provides that you can either have imme- 
diate amortization of additional bonds or you can put it in a sinking 
fund pending application at a more strategic time. 

The bill, I am sure, must have been designed with that in mina. 
The Treasury Department says that, well, local authority bonds bear 
a 214-percent rate; but yet the Federal Government is paying 314 
percent for its money. Therefore, you are losing 1 percent by paying 
this off in advance. Well, it is true if you normally made that switch 
by borrowing money to pay off a 214-percent-interest loan. But this 
is not so, because those 214-percent. bonds today on the market are 
yielding in the open bond market approximately 3.55 percent today. 

Senator CLark. Are those 214-percent bonds tax free ? 

Mr. Lance. Tax free. 

Senator Crark. So the Treasury would get back a substantial 
amount on that, anyway ? 

Mr. Lance. That would be an additional amount they would get 
back. 

Assuming today, actually, if you had the residual receipts which 
could be applied immediately to amortization and the local authority 
bought their bonds on the local market to retire them, as I figure it, 
It would be about a break-even point on just the interest costs alone, 
Irrespective of the additional revenue because of the tax-exemption 
feature. 

Thirdly, if the bond market is such that it is not advantageous at 
this stage of the game, then that money will be placed in a sinking 
fund and they could actually invest that sinking fund in Federal 
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securities at the full rate that the Government is having to pay for 
the money, and whatever interest earnings come about as a result of 
that sinking fund investment add to the residual receipts to be multi- 
plied to ultimate bond amortization. ; 

The local authority, under the bills, cannot apply that to any use 
other than amortization of the bonds, so it is not available to them 
for other purposes. 

The other assumption that the Treasury Sere was furnished 
was also that it applies to this level of residua eres? that after the 
bonds are amortized the Federal Government would not benefit by 
residual receipts. 

In earlier programs, that existed before the so-called self-liquidating 
provision that is presently applying to new projects was in effect, 
when all the bonded indebtedness was paid off the Federal Government 
had no obligation further of paying additional contributions nor did 
they have any further interest in what happened to the project, be- 
cause at that point it was completely locally owned and it would go 
out from under the Federal jurisdiction. 

Under the newer programs, of course, where that self-liquidating 
provision applies, the Federal Government would be repaid all the 
contributions that they have made over the period of years. 

We do object to that provision, too, because that provision alone 
maintains or sustains the Federal control and supervision over a long 
period of years. 

For example, if you did have an 80-percent contribution as now and 
it takes 40 years under present form of contract of annual contribu- 
tions and if the same amount of residual receipts applied, which is not 


likely, but if it did apply, it would take four times as long to pay back 
e 


the 20 percent as it did to pay in; in other words, it would take about 
160 years to pay back what it took the Government to pay 40 years in 
direct contribution today. 

But residual receipts will not follow that pattern because you have 
increased costs of operation, as I mentioned before; and, particularly 
as the projects get older, in the 30- to 40-year period, a lot of replace- 
ments are necessary, there is a certain degree of obsolescence 

Senator CLark. Your maintenance costs are sure to go up, aren't 
they ? 

Mr. Lance. Definitely, and for this reason I say the assumptions 
are false. I could go the other way, too, and say that if residual 
receipts increased to 70 percent it would cost the Federal Government 
that much more. That would be really a false assumption, and I think 
this is true here, because logic and reason do not dictate nor does expe- 
rience dictate this for the time that we have had projects in operation. 

Senator CiarK. I would like to make this additional comment: I 
note that for some reason or other the Treasury wanted to state the 
figure on the basis of these assumptions which the witness says are 
false, at $570 million for a 40-year increase in the national debt. Well, 
of course, that is a figure to frighten small children with, but if you 
break it down on an annual basis it is $14 million a year, which 1s 4 
somewhat more modest figure. 

Mr. Lance. That is a more modest figure; and even that, I believe, 
is wrong. 

Senator Crark. Even that is false. 
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Mr. Seartes. I should have stated, Mr. Chairman, when I intro- 
duced Mr. Lange, that he is not only a houser but formerly an invest- 
ment banker. 

Could I make 2 or 3 more points before I close, very quickly ? 

Senator SpaRKMAN. I will say this, it is almost 12 o’clock. The 
Senate meets at 12. We have several other witnesses. If you could 
summarize quite briefly I would appreciate it. All of your papers will 
be placed in the record. 

Mr. Seartes. Thank you, sir. Three more points, if I could. 

The first one deals with the tremendous Federal highway program 
and the fact that we meet it every day in urban renewal. A consult- 
ant for the city of Washington actually recommended that all the 
inner loop go nea urban renewal areas. So far the families dis- 
ylaced, and there are a very, very great number of families displaced 
a the Federal highway program, are not cared for as are families 
displaced by urban renewal. 

One of our very strong recommendations in our testimony is that 
there be adequate provision for relocation payments and relocation 
treatment for the families which are displaced by the highway pro- 
gram just as there is in the urban renewal program. 

We also express in our testimony the great need for strengthening 
our housing supply generally ; middle-income housing and housing for 
the aged. On that subject I have taken the liberty of submitting for 
the record and for your intreest an article writen by Mr. Lewis Mum- 
ford which demonsrates the very great challenge in urban renewal in 
providing housing for the aged and perhaps that is our greatest oppor- 
tunity for doing something in this eld. The article first appeared in 
an seh nieees iaihinente in this country and has been reprinted in an 
English journal from which I took the reprint. 

Finally, in summarizing, I think the two principal points that we 
wish to make are about the urban renewal program and about the 
public housing program. With respect to the urban renewal program 
we feel that the most important thing is the program level. If the 
program level is high enough and if we can get rid of rationing, we 
will have a program which will truly begin and carry forth the head 
of steam in rebuilding American cities. 

Program level is also important in the public housing program, 
but there again there are other obstacles holding that program back. 
They have been discusssed this morning. 

Thank you, sir. 

Senator SparKMAN. Thank you. 

Thank all of you gentlemen, you have given us a very helpful pres- 
entation. 

Senator Ciark. Mr. Chairman, could I ask just one question? I 
promise it will only be one. 

Senator SparKMAN. All right. 

Senator CrarK. If the level which you recommend is enacted into 
law and continued how long would it take to complete the job? 

Mr. Srarues. Cities aren’t static, sir, so we know there has got ‘0 be 
some continuing level that will probably go on forever. It is probably 
not enough to complete the entire job forever, but it is enough to get 
us well along the road. Figuring just very roughly that perhaps 
Buffalo or Washington represent about 1 percent of the urban areas 
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that at the present time need renewing and multiplying the figures 
which Mayor Sedita gave you, and they are comparable to those in 
Ww ashington, you arrive at something in the vicinity of $13 billion in 
the next 10 years. After that we can probably slow down and take 
care of obsolescence which occur after that time. 

Senator SparKMAN. Thank you. All the material you discussed wil] 
go in the record. 
(The material referred to follows :) 








STATEMENT OF JOHN R. SEARLES, JR., PRESIDENT, NATIONAL ASSOCIATION OF 
HOUSING AND REDEVELOPMENT OFFICIALS 











Mr. Chairman and members of the committee, I am John R. Searles, Jr., pres- 
ident of the National Association of Housing and Redevelopment Officials. I am 
also executive director of the District of Columbia Redevelopment Land Agency, 
T appreciate very much the opportunity to appear before you to present the legis- 
lative recommendations of our association with respect to urban renewal, public 
housing, and related programs. 

The National Association of Housing and Redevelopment Officials is a private, 
nonprofit professional association founded in 1933. It comprises civic leaders 
and public officials interested in the improvement of public administrative prac- 
tices in housing and urban renewal, and in the achievement of a healthful 
living environment for every American family. The members of our associa- 
tion are largely those who administer the low-rent public housing and urban 
renewal programs in communities throughout the United States. They are 
eoncerned with all the problems of planning, financing, building, and managing 
housing for low-income families, and with slum clearance, redevelopment, hous- 
ing rehabilitation, neighborhood conservation, and the enforcement of minimum 
housing standards. 

Our association is gravely concerned with the setback to housing and urban 
renewal resulting from the failure last year of important legislation essential 
to the continuation and expansion of existing urban renewal and housing pro- 
grams. It is all the more important, therefore, that omnibus housing legisla- 
tion be enacted early this year. We are most gratified that the Congress is 
making housing the first order of legislative business in this session. 

This association has given considerable attention over the years to developing 
policy and program recommendations which it is confident and convinced will 
enable the country to achieve the objectives of the national housing policy. 
The current statement of our views is contained in the program resolution 
adopted at the annual meeting of the association on October 15, 1958. This 
resolution is incorporated in this statement as an appendix. I should like to 
elaborate on some of the pertinent recommendations in the resolution in rela- 
tion to Senator Sparkman’s bill, S. 57; Senator Clark’s bill, S. 193; the admin- 
istration bill, 8. 612; and other bills now before the committee. 












































URBAN RENEWAL 




















Less than a year ago, the then president of this association told your Sub- 
committee on Housing of the tremendous surge of interest throughout the coun- 
try with respect to urban renewal. He advised you that urban renewal had 
come to be recognized in many more of our communities by political, business, 
and civic leaders as the best means yet devised to save the vast human and 
economic resources which are our great urban centers. 

All of us felt then that we were on the threshold of an era of exciting accom- 
plishment in the battle for a slumless America. We anticipated that this 
tremendous momentum for urban renewal would be sustained by the provision 
of an adequate level of Federal capital grant obligational authority on a con- 
tinuing basis and accelerated further by increased local effort. 

Contrast our expectations of last spring with what has occurred since. The 
failure of housing legislation in the last session of the Congress and the im- 
position of restrictive administrative policies—particularly the formula for 
rationing capital grant obligational authority—have brought the momentum for 
the program to a halt. 

These conditions have prevented communities from properly planning and pro- 
graming essential urban renewal activities. An effective program can result 
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only if each community has the assurance that eapital grant authority will be 
available in sufficient quantity at the time it is prepared to undertake an urban 
»wal project. 
ewe ar of course, encouraged by the recognition of the concept of a “con- 
tinuing basis” for the urban renewal program contained in all of the bills before 
the committee, including S. 612, the administration bill. : But neither the admin- 
istration proposal for a 6-year program nor the administration’s recommenda- 
tion for the amount of new capital grant obligational authority in any one year 
are sufficient to met essential urban renewal needs. ! 
The administration’s completely inadequate proposed program level and its 
proposed scheme for reducing the Federal share of the cost of urban renewal, 
coupled with the ill-advised system of rationing capital grant authority, would 
make it impossible to arrest and reduce the spread of slums and blight through- 
out the country. 


Program level 


Many discussions of the amount of capital grant obligational authority which 
should be provided for the urban renewal program are predicated on the indica- 
tions of the demand as determined by the actual volume of applications to the 
Urban Renewal Administration or the results of surveys which report the inten- 
tions of localities with respect to the filing of applications over the next decade. 
At best, however, these measure only a part of the need for Federal financial 
assistance for the program and establish only a minimum program level below 
which the program should not be permitted to fall. 

It is essential that the Congress provide a program level not only sufficient 
to permit expansion of urban renewal activities in cities that are already partici- 
pating in the program but also sufficient to provide for the many localities in 
the initial stages of developing their urban renewal programs and for the com- 
munities that will inevitably turn to urban renewal as the only real tool now 
available for arresting blight and eliminating slums. 

We believe that the program level for urban renewal should be set in relation 
to the objective of eliminating slums and blight from all of our urban areas 
within our lifetime. In this context, the 10-year, $600-million-a-year program 
provided in section 104 of S. 193 (the Clark bill) represents the absolute mini- 
mum necessary for a good start toward permitting our cities to eliminate their 
residential slums and blighted areas and prevent their recurrence within our 
lifetime. 


Rationing of capital grant funds 


At this point it is necessary to comment on the disastrous effect on the urban 
renewal program of the rationing of capital grant funds under the formula in 
HHFA’s local public agency letter No. 157. This rationing has caused a tragic 
cutback in the urban renewal program across the country. It is crippling cities 
and will cost the country some of the finest projects which should be undertaken. 
Its only possible justification : if the program is to be kept at the level of a mean- 
ingless trickle, more cities will be able to get ineffective drips. If for some 
drastic emergency reason it were necessary to cut the program way back, a few 
good projects would be better than a greater number of inadequate projects. 

The rationing of capital grant funds has had a tremendous psychological 
effect on project planning because it is preventing localities from planning bold 
and imaginative projects. 

The mayor of Buffalo told you this morning of the terrible effect rationing has 
had on his program. Here in Washington we have planned a 10-year program 
for eliminating slums and blight in the so-called wickedest precinct, a 900-acre 
tract in the shadow of the Capitol. Under the rationing procedure, it will take 
25 years to eliminate slums and blight in this area. During this 25-year period, 
capital grant funds would not be available to assist us in eliminating slums and 
blight in any other parts of Washington. 

In order to assure the elimination of the rationing formula and similar ad- 
ministrative policies eroding the urban renewal program, NAHRO supports the 
provisions of section 104 of S. 193 prohibiting limitations on amount of financial 
assistance to localities (except as provided by law), requiring the processing of 
applications in the order of their receipt, and prohibiting limitations on the size 
of projects meeting other requirements of title I. 


Federal share of net project cost 


Section 304 of the administration bill would increase the local share of the 
het project cost of an urban renewal project from one-third to 50 percent over 
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a 4-year period. Coupled with the other administration proposals for a nominal 

increase in capital grant obligational authority and the substitution of planning 

grants for planning advances, a reduction in the percentages of Federal financial 

assistance will further delay, perhaps permanently stunt, growth of the pro- 

eee the magnitude essential for real progress toward the goal of a slumless 
merica. 

I need only recite some of the financial problems with which American cities 
are faced today—declining tax bases, limited tax resources, substantial increases 
in the costs of providing essential municipal services, the necessity for provid- 
ing new types of municipal services, and the demands of municipal growth— 
to explode the myth that our cities, or our States for that matter, can, or 
even should, absorb a greater proportionate part of the cost of urban renewal. 

The Federal-local sharing formula is the price tag which the Federal Govern- 
ment places on the local participation in urban renewal. By raising the price, 
a substantial number of communities—many of those who are most in need of 
an aggressive urban renewal program—will either be priced out of the program 
completely or unable to buy as much of it as they need. 

Let us examine the price tag which the Federal Government has placed on 
another vital program. In connection with the interstate highway system, the 
Congress has assessed the relative capacities of the Federal and State and local 
governments at 90 percent and 10 percent, respectively. It is no argument to 
say that this is not relevant to urban renewal since the Federal highway pro- 
gram is financed out of a special fund. We are not here concerned with the 
source of the Federal funds, but with what is considered an appropriate balance 
between the financial abilities of the respective levels of government. 

Nor is it valid to argue that the highway program involves a greater degree 
of Federal interest than does urban renewal. Either the rebuilding of our 
cities and the provision of adequate housing and suitable living environments 
are valid objectives of Federal policy or they are not. The Congress decided 
this fundamental question when it passed the Housing Act of 1949. 

A realistic appraisal of the magnitude of the urban renewal problem and the 
very limitéd financial resources of our communities leads NAHRO to believe 
that any change in the Federal-local sharing formula should involve an increase 
in the Federal share of net project cost. Of course, an increase in the Federal 
share would necessitate a proportionately larger annual level of capital grant 
obligational authority in order to maintain activity in the program at relatively 
the same volume as contemplated under a $600 million annual program on a 
two-thirds Federal, one-third local basis. 


Planning advances versus planning grants 


NAHRO strenuously opposes the proposal in section 307 of S. 612 for substitu- 
tion of planning grants for planning advances. The effect of such a proposal, 
if adopted, would be to preclude many communities from participating in the 
program because of their inability to finance during the planning stage any part 
of project planning activities. Certainly, the urban renewal program should 
receive the same kind of planning assistance as is available for the advance 
planning of public works under section 702 of the Housing Act of 1954 and 
earlier statutory authority for the shelf of planned public works. 


Nonresidential redevelopment 


We have come to recognize that a great deal of urban blight begins-in the 
very heart of our cities in areas which contain few, if any, substandard dwelling 
units. These are the areas of structurally deteriorated and functionally ob- 
solete office buildings, factories, stores, and warehouses. They drain the economic 
resources of our cities and preclude the provision of decent living and working 
environments—no matter how effective and complete are our efforts in providing 
good housing. Such cities as New Haven, Newark, Baltimore, Norfolk, Kansas 
City, Chicago—to name only a few—are now turning to the rebuilding of their 
downtowns. 

The Housing Act of 1954 provided initial recognition that the urban renewal 
process must be made substantially flexible to permit our cities to deal with com- 
mercial and industrial blight and to effectuate broad plans for rebuilding their 
cores. The authority contained in the Housing Act of 1954 for the use of up to 
10 percent of all capital grant authority for so-called nonresidential exception 
prejects provided a very limited means with which to deal with areas not now 
predominantly residential and for which the appropriate reuse is nonresidential. 
Complete elimination of the requirement that an urban renewal area must be 
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clearly predominantly residential unless the area will be redeveloped for pre- 
domintantly residential use, would provide a mechanism for effectuating urban 
renewal in its broadest sense. It would leave to each community the determina- 
tion of priorities with respect to its urban renewal problems and permit the com- 
munity to schedule its essential urban renewal activities accordingly. 

In this connection, I would like to comment on the proposal in section 311 of 
§. 612 for a program of loans, but no grants, for commercial and industrial re- 
development projects. This proposal provides a limited mechanism for dealing 
with nonresidential blight. The same economic facts of life which necessitate a 
writedown for the clearance of residential slums apply to commercial and in- 
dustrial slums as well. Therefore, such a loan program is not an acceptable 
alternative to the elimination of the predominantly residential requirement or 
the liberalization of the nonresidential exception project authorization now in 
the act. 

Short of complete elimination of the predominantly residential requirement, 
NAHRO supports the provisions in section 110 of S. 193 which increases from 10 
to 25 percent the aggregate amount of capital grants which may be used for 
nonresidential exception projects and eliminates the requirement that the area 
contain a “substantial” number of slum dwellings. This substantial residential 
requirement has resulted in cumbersome administrative procedures and hairline 
administrative decisions which obscure the objective of eliminating slums and 
blight in whatever form they may be found. 

Loan authorization 


Serious limitations on the urban renewal loan authorization exist with respect 
to the total aggregate of loans that may be outstanding at any one time and 
with respect to the amount that may be outstanding in any one State. Section 
306 of S. 57 would alleviate the latter situation. Section 102 of S. 193 would 
offer a temporary solution to the former. NAHRO supports the provisions 
in section 303 of S. 612 which would eliminate both of the limitations. 


Early acquisition 


There is a necessity for a means, where permissible under State enabling 
legislation, for a local public agency to commence those project execution activi- 
ties which are not dependent on the existence of an urban renewal plan and 
which can proceed simultaneously with the preparation of the plan. These 
include such activities as land acquisition, relocation, and demolition. NAHRO 
advocates section 103 of S. 193 permitting the making of temporary loans, in 
advance of the capital grant, in order to finance such project activities. 
Community renewal programs 


NAHRO supports the provisions of section 304 of S. 57 and section 104 of 
8. 193 for the making of planning grants to communities for the preparation or 
completion of community renewal programs, intended to identify and measure 
slums and blight in the community, evaluate the resources of the community for 
undertaking urban renewal activities, and permit the scheduling of specific 
urban renewal projects. 

Section 306 of the administration bill would also provide for community 
renewal programs but would eliminate assistance for the preparation of general 
neighborhood renewal plans and the undertaking of feasibility surveys. We are 
opposed to this provision. The same considerations warranting their inclusion 
in the act, by amendments in the Housing Act of 1956, justify their retention. 


Covenants on land sold to Federal agencies or District of Columbia 


We favor the provisions of section 305 of S. 57, section 105 of S. 193, and section 
308 of S. 612, which would permit Federal agencies or the District of Columbia 
to purchase land in urban renewal areas subject to substantially all of the cove- 
nants that are placed on other redevelopers. 


Relocation payments 


Under the present statutory language, individuals, families, and businesses 
displayed from an urban renewal area are not eligible for relocation payments 
where their displacement results from the activity of a public body other than 
the local public agency (as, for example, where acquisition of a highway right- 
of-way within an urban renewal area is by the highway agency) and where dis- 


placement results from code enforcement or voluntary rehabilitation in the urban 
Tehewal area. 
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This has created a situation in some communities whereby some displaceeg 
Within an urban renewal area receiving relocation payments and their neighbors 
across the streets, or even in the same block, are not. To correct this inequity, 
NAHRO supports the provisions of section 307(a) of S. 57 and section 107(a) 
of S. 193 extending eligibility for relocation payments to all individuals, families, 
and businesses displaced from an urban renewal area pursuant to an urban 
renewal plan. 

NAHRO also supports section 107(b) of S. 193 which would increase from $100 
to $200 the maximum relocation payment for individuals and families and from 
$2,500 to $3,500 the maximum relocation payment for businesses. 

Priority to displaced businesses 

Section 307(b) of S. 57 would require a “priority of opportunity” to displaced 
businesses to purchase or lease commercial or industrial facilities provided 
through redevelopment in an urban renewal area. This proposal could seriously 
handicap the urban renewal program without providing an effective solution 
to the problem it is intended to meet. 

Such a requirement might seriously impair the marketability of project land, 
distort project planning, and delay project completion. Unless the type of busi- 
ness is appropriate to the redeveloped area and the new facilities are available 
to the business simultaneously with its displacement, the requirement would be 
meaningless. The District of Columbia Redevelopment Land Agency extends 
such a priority where conditions are appropriate for retention of the business 
in the project area. Nothing in existing law precludes other local public agencies 
from making project land available to a displaced business or from requiring 
the redeveloper to extend such a priority. For these reasons, NAHRO is opposed 
to. this provision in 8. 57. 


Simplification of urban renewal plan 

Increased program activity is in large part dependent upon our ability to 
simplify the urban renewal process and reduce the time required to get projects 
from planning into execution and through execution to completion. Section 308 
of S. 57 and section 109 of S. 198 would produce a material reduction in this 
“lead” time by permitting the administration to simplify the required contents 
of an urban renewal plan. NAHRO supports this proposal. 


Noncash local grants-in-aid 

Legislative changes are necessary to facilitate financing by localities of their 
share of the cost of urban renewal projects through the liberalization of certain 
requirements with respect to nonecash local grants-in-aid. The provision of pub- 
lic improvements and facilities is the means whereby many communities are 
able to meet all or a substantial part of their local grants-in-aid requirements. 

Unfortunately, many communities are unable to delay the provision of such 
public improvements and facilities until the start of an urban renewal project 
in the area in which they are located. The accumulated backlog of public works 
needs in these communities often dictates the start of these improvements and 
facilities while the community is setting up its urban renewal program or is 
engaged in urban renewal activities elsewhere in the locality. 

NAHRO, therefore, supports section 111(a) of S. 193 which would establish 
the eligibility as noncash local grants-in-aid of public improvements and fa- 
cilities, the construction of which was commenced not more than 5 years prior 
to the loan and grant contract for the project to which such improvements and 
facilities are related. Such a change would permit a much more efficient 
coordination of local public improvements expenditures and urban renewal 
projects. Present requirements put a strait jacket on such synchronization. 

We also support section 111(b) of S. 193 making eligible as noncash local 
grants-in-aid public improvements and facilities financed by revenue bonds pay- 
able from charges collected by all users of the improvement of facility in the 
municipality. 


Other provisions common to S. 57, 8. 198 and 8. 612 

NAHRO supports the following provisions, which are contained in all three 
bills: section 301 of S. 57, section 101 of S. 193, and section 301 of S. 612, en- 
couraging the use of State agencies to assist urban renewal programs in smaller 
communities; section 303 of S. 57, section 104 of S. 193, and section 305 of 
S. 612, authorizing the repayment of uncollectible advances out of urban re 
newal funds; section 311 of S. 57, section 112 of S. 193, and section 312 of 8S. 612, 
making interest on funds advanced by a locality eligible as an item of gross 
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project cost; and section 312 of S. 57, section 113 of S. 193 and section 313 of 
§. 612, making uniform the date for determining the application of the “going 
Federal rate’ to urban renewal projects. 


Definitive loan interest rate 


NAHRO urges the Congress to correct a situation which has materially 
limited the use of definitive loans as a means of effecting the leasing of project 
jand, an appropriate and desirable method of land disposition under certain cir- 
cumstances. It is extremely difficult to negotiate with potential redevelopers 
respecting the terms of a lease when the interest rate is not known. Under ex- 
isting law, and under the Administration proposal as well, the definitive loan 
interest rate is not established until the time of approval of the definitive loan 
contract. The definitive loan interest rate should be established at the time of 
the loan and grant contract. 

In addition, the interest rate for definitive loans should be established on 
the same basis of the current average yields on outstanding marketable obliga- 
tions of the United States of comparable maturities as of the last day of the 
month preceding the issuance of such obligations, in lieu of the present practice 
which combines the existing statutory provision with an administrative ruling 
to produce a “profit” to URA at the expense of facilitating the use of definitive 
loans. 


teal estate tax payments and credits 


We would like to invite the attention of the committee to a matter in which 
the clear intent of the Congress, as we view it, is not reflected in the administra- 
ti of the act. This concerns the provisions of section 110(e) with respect to 
real estate tax payments and credits. 

HHFA now permits such payments or credits covering both land and buildings 
oly with respect to improved property. No payments or credits are permitted 
for unimproved property and payments or credits on improved property are re- 
quired to be terminated at the end of the tax period in which the improvements 
are demolished. 

We believe that the Congress, in enacting the tax payments and credits provi- 
sion of section 110(e), intended that such tax payments or credits be allowed on 
allacquired property, improved and unimproved, so long as such property is held 
by the local public agency. If this understanding is correct, we urge that Con- 
gress make clear to HHFA that such payments and credits apply to unimproved 
property and to property from which the improvements have been removed, so 
long as title thereto remains in the local public agency. 


URBAN PLANNING 


The urban planning assistance program is facing some of the same serious pro- 
gram limitations that face the urban renewal program: the lack of funds for 
carrying out a dynamic program and the imposition of a restrictive formula for 
rationing funds. To eliminate these limitations, NAHRO supports the provision 
of section 115 of S. 193 which increases from $10 million to $25 million the total 
authorization for urban planning grants. 

NAHRO also supports the provisions of section 115 of S. 193 which permit 
urban planning grants to be made to an agency designated by the Governor in a 
State where no planning agency exists; increase from 25,000 to 50,000 the maxi- 
mum population of cities eligible for urban planning grants; extend the scope of 
the program to adjacent communities having a total population of less than 
50,000 and having common urban planning problems resulting from rapid urbani- 
zation; and authorize urban planning grants to be made directly to cities having 
a population of less than 50,000 unless such grants would impede metropolitan 
planning. 

PUBLIC HOUSING 


Last year, this association presented and supported a number of recommen- 
dations for legislative changes which would go a long way toward meeting more 
effectively the needs for which the low-rent public housing program was estab- 
lished by the Congress. These recommendations were in keeping with changing 
social and economic circumstances and were also supported by numerous national 
and local public interest groups. It is gratifying that the Senate last year ap- 
Proved many of these recommendations and is now considering proposals which 
would expand further upon its action of last year. We should like to comment 
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upon these proposals and suggest consideration of additional items which we be. 
lieve would make the public housing program even more effective. 

The provisions of S. 57 go a long way toward putting the public housing pro. 
gram in a better perspective by placing the responsibility for operation of the 


program in the hands of local housing authorities where it appropriately be~ 


longs. We are pleased to see that additional provisions incorporated in §S. 193 
would further this objective. With the relief from too much detailed and w- 
warranted Federal supervision and control and the flexibility for operation con- 
tained in S. 193, the public housing program, under demonstrated responsible 
local leadership, will move forward and serve more effectively the needs of low- 
income families. 


Policy statement 


In addition to granting, among other items, greater local responsibility for 
program operations, including preparation of budgets and control of expendi- 
tures, the expanded statement of policy incorporated in section 201 of S. 198 
is recommended for favorable consideration inasmuch as it also gives local 
housing authorities greater flexibility in operations by providing under certain 
conditions for the purchase of homes by over-income families or continued 
tenancy at a nonsubsidized rent if private housing is not available to them. 
We suggest that the policy statement be expanded to incorporate a statement 
encouraging projects planned as parts of appropriate and well-protected neigh- 
borhoods, discouraging projects so large as to constitute communities of our 
economic class, and authorizing project densities consistent with sound planning. 

It is important that the basic legislation encourage creative design and the 
use of advanced construction methods and materials. The public housing pro- 
gram is suffering from the monotony that is inevitable when inflexible stand- 
ards as to space, building types, materials, and facilities are imposed through 
Federal specifications. Local housing authorities should be granted greater 
latitude for experimenting with various building types, space standards, use 
of materials and facilities, without the arbitrary administrative impositon of 
rigid standards or cost ceilings. Flexibility must also be introduced into the 
Site selection process, so that, where feasible, single or duplex structures can be 
used on scattered sites. 


Establishing rents and income limits 


We are pleased to see that section 402 of S. 57 and section 202 of S. 193 
grant to local housing agencies the authority to establish within certain limita- 
tions rents and income limits for admission and continued occupancy. To 
prevent competition with private enterprise, rents for public housing, except 
in cases of families displaced by governmental action, have been kept and 
would continue to be kept, under both S. 57 and S. 193, at 20 percent below 
those for which private enterprise is providing a substantial supply of decent, 
safe, and sanitary housing, either through new construction or in available 
existing structures. A 10-percent differential is more realistic. We endorse 
the adoption of the uniform language of both bills with this slight change. 


Use of existing building for low-rent housing 


In keeping with the proposed additions to the statement of policy, we support 
section 203 of S. 193 which amplifies the present power to acquire and rehabili- 
tate existing buildings for low-rent housing use. 


Fixed annual contributions 


We recommend the adoption of section 205 of S. 193 which will permit the 
payment to local housing authorities of full fixed annual contributions, the en- 
tire amount of which will apply to reducing the debt service of a project; allow 
residual receipts—excess of rental income over operating costs and operating 
reserves requirements—to be applied to advance amortization of outstanding 
indebtedness ; require independent audits to be made by State officials or inde- 
pendent certified public accountants or by the Public Housing Administration 
at option of the local housing authority ; and preserve the power of the General 
Accounting Office to make postaudits. 


Restoration of full authorization 


We fully support section 206 of S. 193 which provides for the restoration of 
the full authorization for public housing subsidy contained in the Housing Act 
of 1949 and eliminating the year-to-year limitations. Communities attempting 
to gear up to all their public housing needs, including the relocation of families 
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displaced from urban renewal areas or as a result of other governmental actions 
and the housing of other eligible low-income families, would then be able to develop 
reasonably long range programs for meeting their needs, without the present 
stop-and-start limitations that have hampered the program since the initial 
authorization 10 years ago. Such a continuing concept is important in revital- 
izing the public housing program and in making it a useful part in the array of 
vehicles to solve the housing problems of the Nation. 


Sales of dwelling units to tenants 


In keeping with the proposed revisions to the statement of policy, we heartily 
support section 207 of S. 193 which would authorize local housing authorities to 
sell dwelling units where feasible to families whose incomes have risen enough 
to warrant their purchase. The purchaser under this economically sound fi- 
nancial plan would be required to pay full local taxes, amortize the full purchase 
price of the home, and pay interest at a rate equivalent to the cost of money to 
the local housing authority. It is recommended that a provision be added to 
assure that the proceeds of the sale of units will be used for replacement public 
housing units to avoid diminishing the local supply of low-rent public housing. 

Where sale of dwelling units is not feasible the local authority would be 
authorized to permit overincome tenants to remain in occupancy at unsubsidized 
rents upon determination by the local authority that private units are not avail- 
able at rents or sales prices which such tenants can afford. 


Public housing on urban renewal sites 


At the present time, if public housing is built in an urban renewal area assisted 
under title I of the Housing Act of 1949, the community is required to make a 
duplicate contribution—normal local tax exemption under public housing pro- 
visions and a local grant-in-aid under title I. To facilitate the use of sites for 
public housing within urban renewal areas through elimination of the duplicate 
local contributions, we support section 406 of S. 57 and sections 108 and 204 of 
§. 192 


Repeal of restrictive provisions 

We support the provisions of section 206(b) of S. 193 which would remove 
the unwarranted restrictions imposed upon the public housing program, especially 
the so-called self-liquidating provision under which local housing authorities 
would be required to pay over to the Federal Government and local governments, 
according to their respective contributions, all of the residual receipts from 
their low-rent housing operations after their capital indebtedness is amortized. 
The present provisions result, in most cases, in continued Federal supervision 
and control over local operations for literally more than 100 years beyond the 
date of complete retirement of their bonded indebtedness. 


Standardizing payments for services 


In return for acceptance of payments in lieu of taxes, the local governing 
body in its cooperation agreement with the local housing authority agrees to 
furnish, without cost or charge, to the local authority and the tenants of the 
project, public services and facilities to the same extent and of the same char- 
acter as are furnished without cost or charge to other inhabitants in the city. 
At the time many earlier cooperation agreements were executed, the cities pro- 
vided without charge such services as sewage disposal and garbage, trash, and 
ash coliction and disposal. Subsequently, many cities, because of increasing de- 
mands for municipal services and need for additional revenue, have instituted 
a system of separate charges for sewage disposal and garbage collection. It is 
not possible for the local housing authority to make appropriate payments for 
these services because the earlier cooperation agreement requifes the city to 
continue without charge whatever services were provided on the date of execu- 
tion of the agreement. 

On the other hand, agreements entered into subsequent to May 1950 are suffi- 
ciently flexible in their provisions to accommodate changing municipal practices 
with regard to charges. As a result, the local authority is able to pay charges 
where normally levied against other inhabitants or dwellings for some projects 
developed more recently, but cannot do so for those covered under the earlier 
agreements. 

We support section 208 of S. 193 which will permit a local authority to pay 
uniformly the cost of public services and facilities furnished by the local gov- 
ernment to low-rent public housing projects under its jurisdiction. 
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Central administrative office facilities 


Under present legislative provisions, a local housing authority which is algo 
the local public agency for urban renewal purposes, may provide, in an adminis. 
tration building included in a low-rent housing project, sufficient facilities for 
its administrative functions in connection with the urban renewal program and 
charge an economic rent to the urban renewal program for such additional use, 
In cases where the two local agencies are separate legal entities but have a comp. 
bined central office administrative staff, the same arrangement is not possible, 
We support section 210 of S. 193 which would permit this arrangement to be ex- 
tended to all communities having combined central office administrative staffs, 


Existing contracts 


We support the provisions of section 405 of S. 57 and section 209 of S. 198 
which would permit local housing authorities to amend their contracts to take 
advantage of the revised provisions of the legislative proposals when adopted. 


MIDDLE-INCOME HOUSING 


The housing needs of middle-income families in most areas of the country 
are not being met today in any substantial way. This is forcefully demonstrated 
by the problems which local urban renewal agencies meet in their efforts to 
find adequate and satisfactory housing for displaced families. “Middle income” 
can best be identified as the economic sector of our population just above income 
limits for public housing and up to the income level for which a volume supply of 
decent private housing is being produced. This varies depending upon the 
characteristics of each locality in each region. Perhaps half of the families 
displaced by urban renewal fall into the middle-income category. 

Private enterprise has not and is not now meeting this expanding need. 
Recognizing the inability of the private home-building industry to meet the 
tremendous housing needs of the middle-income segment of our population under 
existing construction cost and mortgage financing mechanisms, this association 
endorses a number of proposals designed to provide an effective start in solving 
the middle-income housing problem. 


Loans for housing for displaced families 


NAHRO supports the provisions of title III of S. 193 which would provide 
a limited program of direct loans to private nonprofit corporations for the con- 
struction of urgently needed housing for families and persons displaced as a 
result of urban renewal, highway program activities, and other governmental 
action. We believe that this is a very conservative beginning to meet an im- 
portant need. Experience gained from such a program should provide a useful 
guide for determining and developing future programs for the provision of an 
ample supply of middle-income housing. 


Section 220—Redevelopment housing 


NAHRO supports section 109 of S. 57, increasing the maximum mortgage 
amounts under section 220 of the National Housing Act for one-, two-, and 
three-family homes; establishing higher dollar limitations on the maximum 
amount of the mortgage on multifamily housing in urban renewal areas; chang: 
ing the maximum permissible loan ratio from 90 percent of replacement cost 
(which may include a 10-percent allowance for builder’s and sponsor's profit 
and risk) to 100 percent of replacement cost (excluding any allowance for 
builder’s and sponsor’s profit and risk) ; and permitting exterior land improve 
ments to be included in the mortgage without being computed as part of the 
per room or per unit cost limitations. 

Section 221—Relocation housing 

We are not in favor of section 110 of S. 57, extending the benefits of section 
221 mortgage insurance program to any family displaced within the environs 
of a community that has a workable program. Such a provision would extend 
eligibility for section 221 housing to families displaced in a locality which can, 
under existing law, prevent the construction of section 221 housing therein. 
Such a provision would also draw from the supply of section 221 housing in 
the “workable program” city, the number of units for which is predicated 
only on the relocation needs of the “workable program” city. 

NAHRO supports section 111 of S. 57, increasing the maximum insurable 
loan for the construction or rehabilitation of sales housing in both normal 
and high-cost areas and making eligible for mortgage insurance two-, three-, and 
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four-family dwellings which meet FHA minimum property standards and ap- 
propriate State and local housing ordinances or regulations. — 

The section 220 and 221 programs should be extended to single persons. The 
tremendous number of individuals by urban renewal, especially in the skid- 
row sections and dilapidated rooming housing areas where very low-income 
persons gainfully employed are presently residing, desperately need decent 
housing which is not now available to them. The single person of low-income 
has been neglected all too long and needs assistance badly and immediately 
if cities are to carry out an adequate program of housing all its people. 


Housing for the elderly 


We support section 201 of S. 57 which would extend the FHA mortgage in- 
surance programs to cover housing especially designed and provided for the 
elderly. This also includes coverage for elderly persons needing nursing care. 
The new program should produce much needed housing for a segment of the 
elderly. 

For elderly persons for whom rentals under the section 229 program will 
be too high, we recommend favorable consideration to the development and 
adoption of a program of housing for the elderly which will then meet the needs 
within their limited financial ability. A substantial volume of housing is needed 
in this area. 


Other middle-income housing recommendations 


We urge upon this committee the favorable consideration of a number of 
other matters with which our association has a concern. These include: 

1. Effective support and encouragement to the cooperative housing program. 
Toward this end, we support the provisions of section 105 of S. 57 and section 
107 of S. 198 as well as title VII of S. 57. 

2. An adequate and continuing federally supported program of research in 
housing covering market, construction methods, and use of materials and other 
related areas which will bring a substantial supply of new housing within the 
financial reach of middle-income families. Toward this end, we support section 
702 of S. 57 which provides for farm housing research. We should like to 
have the research program extended to all phases and types of housing. 

3. Recognition within the FHA that its primary concern and justification 
for existence is to the consumer, a preponderance of whom are in the middle- 
income range. 

4. Reorientation of the activities of the FHA to give greater weight to the 
housing needs of the central cities in order to have a balanced program as be- 
tween urban and suburban activities. 

5. Legislative recognition in FHA titles for greater latitude in cost and 
financing provisions to accommodate differing conditions in various metropolitan 
areas. 

6. Establishing and sustaining a high volume of money in the mortgage 
market through new sources and methods of financing. We are encouraged 
that this committee is considering a direct loan program for relocation housing 
mentioned earlier. Other programs should be developed with a view toward 
accomplishing the objective of providing adequate moneys for mortgage 
purposes. 

CONCLUSION 


We have presented in this statement certain legislative recommendations 
which we feel are essential to insure a continuing and effective urban renewal 
program, a revitalization of the low-rent public housing program, and a sub- 
stantial start toward meeting the housing needs of middle-income families. 

We are grateful for the opportunity to make these recommendations and 
we assure you of our continuing desire to provide the committee with any ad- 
ditional information and assistance available within the resources of the 
association. 


NAHRO ProcRaAM RESOLUTION 
Adopted at Annual Business Meeting, October 15, 1958 


POLICY RECOMMENDATIONS 


NAHRO is dedicated to the national housing policy, as stated in the Housing 
Act of 1949, as an appropriate, thorough, and outstanding statement of the 
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broad objectives of this Nation for the general welfare and security of the Na- 
tion and its people. 

The Federal role—Continuing pressures are demanding a high rate of housing 
production and a forthright, realistic, and well planned approach to urban re 
newal and community development. NAHRO, therefore, calls upon the Federal 
Government to rededicate itself to the responsibilities of the national role in 
aehieving the objectives of our national housing policy. To carry out these-ob- 
jectives effectively, the Federal agencies must werk cooperatively and under- 
standingly with local agencies. All levels of government should acknowledge 
that the great pressures demanding housing and urban renewal are not only 
the product of default but are a manifestation of the natural demand of a free 
Nation for an ever higher standard of living. In this it must be recognized 
that poorly planned development of our communities coupled with failure to 
keep pace with technological advancement accelerates decay and obsolescence. 
The aggregate consequence is a national problem that requires understanding 
and sympathetic Federal cooperation. 

The State role—Although the Federal-local relationship has proved an ef- 
ficient and most effective approach, State governments that can do so should 
contribute to a fuller program. Any State participation and aid must not be 
used as a pretext, nor substitute, by the Federal Government to shirk its own 
renewal responsibility, nor to avoid essential expansion of Federal participation. 

The Local role—Only through the localities can balanced, effective programs 
of community and neighborhood betterment be accomplished. Toward this end, 
NAHRO urges all local housing and renewal agencies, in carrying out their of- 
ficial responsibilities, to: (1) recognize fully the broad concept of renewal; (2) 
achieve effective local administration of housing and renewal programs; (3) 
gain wider citizen understanding and support of community rebuilding; (4) 
participate fully in broad community planning—physical, economic, and social; 
(5) obtain maximum financial participation by local government and private en- 
terprise; (6) encourage better cooperative and representative participation of 
organizations, public and private agencies, and civic leaders in the execution of 
community plans. 

PROGRAM RECOMMENDATIONS 






Department of housing and community development.—Federal interest and 
responsibility in the total field of housing and community rebuilding requires 
representation and recognition at the highest level. This association has for 
several years advocated establishment of a Department of Housing and Commu- 
nity Development of Cabinet rank level. We again urge that the Congress give 
this serious consideration. 

Housing production.—We commend the homebuilding industry for maintain- 
ing a flow of new housing units for a significant segment of the population, 
despite the obstacles of economic uncertainties, high costs, and a shifting mort- 
gage market. We express grave concern, however, that new housing starts are 
far short of the need and grossly deficient in terms of an accelerating 
demand and, especially, in the characteristics of that demand. The two areas 
of greatest unmet need are in housing for middle-income families and low-income 
families. Within these two major areas of need, special attention is necessary 
for large families, aged persons, minority groups, and single individuals. We 
urge the homebuilding industry, the Government, and the financial: institutions 
to help correct these deficiencies in home production in order to meet housing 
needs and to support a healthy building industry. 

Conservation and rehabilitation.—Despite intensification of efforts by govern- 
ment—both Federal and local—and by private civic groups, much more must be 
done now. Although there have been some improvements, Federal mortgage 
insurance in the used-housing field has hardly begun to meet the needs. Federal 
financial incentives must be made more liberal and more realistic. 

Appropriate local codes must be adopted and enforcement carried on more 
aggressively. Voluntary conservation and rehabilitation in potentially sound 
neighborhoods must be made a major and continuing concern. 

Experimentation in all phases of conservation and rehabilitation should be 
encouraged and supported in order to develop effective techniques and sound 
programs. Good and repairable housing constitutes the greatest physical asset 
of a community and must be preserved and improved. 

Middle-income housing.—A serious gap in meeting housing needs today re 
mains in the provision of both sales and rental housing for middle-income fami- 
lies. It is obvious that private enterprise has not and is not now meeting this 
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expanding need. Recognizing the inability of the private home building in- 
dustry to meet these needs under existing construction cost and mortgage- 
financing mechanisms, NAHRO advocates: (1) recognition within FHA that its 
primary concern and justification for existence is the consumer ; (2) reorien- 
tation of FHA activities to give greater weight to the housing needs of the 
central city, in order to have a balanced program as between urban and sub- 
urban activities; (3) legislative recognition in FHA titles for greater latitude 
in cost and financing provisions to accommodate differing conditions in various 
metropolitan areas; (4) an adequate and continuing federally supported pro- 
gram of research in housing, covering market, construction methods and ma- 
terials, and other related areas; (5) effective support and encouragement to 
cooperative housing; (6) establishing and sustaining a high volume of money 
in the mortgage market through new sources and methods of financing; (7) 
exploration and development of a system of direct low-interest loans to non- 
profit and limited-profit corporations; (8) an expanded and sympathetic use of 
section 220 and section 221 mortgage insurance and constant analysis of these 
rograms. 

. Low-rent public housing.—Low-rent public housing is the only proved formula 
for making decent housing available to less fortunate families. The basic pur- 
pose of low-rent public housing remains sound and effective, even though it has 
been provided on a totally inadequate scale and has experienced operating diffi- 
culties caused by changing social and economic circumstances. Because of ap- 
plication of limiting and unwarranted Federal regulations and controls, it has 
not been possible for local communities to keep pace with changing circum- 
stances and to meet local needs in the most efficient manner and so carry out 
the basic objectives of the program. To accommodate the known and acknowl- 
edged needs of the low-rent public housing program, NAHRO calls for con- 
gressional attention to and action on the following: 

(1) Restoration of the full amount of authorized funds in section (e) of the 
Housing Act of 1937, as amended, expressed in terms of annual contribution 
in the total sum of $336 million. 

(2) Adoption by the Congress of a broad policy statement making it clear 
that intent is to have local public agencies fully responsible for operation, man- 
agement, and administration of completed projects, without continued, de- 
tailed, and minute supervision by the Federal agency. 

(3) Adoption of legislation requiring the Federal agency to pay to local hous- 
ing authorities annual contributions in the full fixed amounts as established in 
their basic annual contributions contracts. Should rental income exceed operat- 
ing costs and reserve requirements, residual receipts would then be applied 
toward advance amortization of outstanding indebtedness. 

(4) Vesting in local authorities of complete responsibility for establishing 
rents and income limits for admission and continued occupancy. To prevent 
competition with private enterprise, rents for public housing, except in cases 
of families relocated as a result of governmental action, should be kept 10 per- 
cent below those at which private enterprise is providing a substantial supply 
of decent, safe, and sanitary housing, either through new construction or avail- 
able existing structures. This percentage is more realistic than the presently 
imposed 20 percent. Determination by local authorities of such rental rates 
should be made subject to approval of the Federal agency. 

(5) Vesting in local authorities of full responsibility for preparation and 
adoption of budgets and control of expenditures consistent with broad objectives 
expressed in State and Federal legislation. 

(6) With full recognition and support of the principle of competent, inde- 
pendent audits, permitting local authorities at their option to have independent 
financial audits made by either the Federal agency, the State auditor, or by a 
certified public accountant and, through their boards of commissioners, to certify 
to the Federal agency that they have complied with all provisions of pertinent 
Federal and State legislation and that their financial statements are true and 
correct. Such certifications in the absence of fraud or of evidence of gross 
waste or extravagance shall be accepted as final and conclusive by all officers of 
the Federal Government. 

(7) Granting greater latitude for experimenting with various building types, 
space standards, use of materials and facilities, without the arbitrary adminis- 
trative imposition of rigid standards on cost ceilings. 

(8) Permitting local authorities to purchase existing or to erect single- or 
mnultiple-family structures, grouped or scattered, where and when appropriate. 
NAHRO recommends adoption by the Congress of a policy statement that would 
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encourage projects planned as parts of appropriate and well protected neighbor- 
hoods; avoid projects so large as to constitute communities of one economic 
class; authorize project densities consistent with sound planning; permit ar- 


rangement of dwelling structures so as to facilitate sale to families whose . 


incomes increase beyond the limits of continued occupancy; and make adequate 
provisions for larger families and for elderly families. 

(9) Authorization for authorities to sell dwellings wherever possible to fami- 
lies whose incomes have risen enough to warrant their purchase under an eco. 
nomically sound financial plan that would include a requirement that the family 
pay full local taxes; proceeds of sales would be applied to financing replacement 
of public housing units to avoiding diminishing the supply of low-rent housing, 

(10) Authorization for any local cash grant-in-aid attributable to the site to 
become a part of total development cost of a low-rent project in a title I area, 
in view .of the fact that a duplicate local contribution is now required for public 
housing if it is developed in an area being rebuilt with Federal aid under title I 
of the Housing Act of 1949, as amended. 

(11) Repeal of the restrictive provisions of the Housing Act of 1937, as 
amended, including the so-called self-liquidating provision and the provision for 
the termination of public housing projects pursuant to certain limited local ac- 
tion, as not in keeping with efforts to accomplish the objectives of the national 
housing policy. 

(12) Authorization to local authorities to pay uniformly the cost of public 
services and facilities furnished by local government to low-rent public housing 
projects, without requiring any contractual change between the Federal agency 
and the local housing authorities. 

Urban renewal.—The program is again faced with a critical capital grant 
shortage. For the third time in less than 2 years, the amount of available cap- 
ital grant authority—the lifeblood of the program—is only a fraction of what 
is needed by communities in order that they may schedule and undertake essen- 
tial long range renewal activities. 

It is ironic that the continued existence of the urban renewal program is 
threatened at a time when the Congress, the administration, and political, busi- 
ness, labor, and civic leaders throughout the Nation recognize the need for an 
urban renewal program on a continuing basis. It is essential that our communi- 
ties be assured of continuing availability of capital grant authority at a level 
sufficient to meet their needs. It is essential, also, that a more realistic balance 
be drawn between the respective capacities of the Federal Government and local 
Governments to finance urban renewal activities. Further, there exist in our 
cities substantial blighted and commercial and industrial areas that contain 
few, if any, dwelling units. Communities should be permitted to deal with these 
areas and program their essential urban renewal activities in accordance with 
local determinations. 

In order to meet these objectives, NAHRO advocates: (1) an increase in 
Federal capital grant obligational authority under title I of the Housing Act 
of 1949 in the amount of $600 million each year for the next 10 years; (2) an 
increase in the Federal share of net project cost for renewal projects from two- 
thirds to 80 percent; (3) elimination of the “predominantly residential” re 
quirement in title I; (4) expediting the urban renewal process through simplifi- 
cation of required contents of an “urban renewal plan” and authority for making 
of temporary loans, in advance of the capital grant, for project execution activi- 
ties not dependent on the existence of an urban renewal plan; (5) establishing 
eligibility as noncash local grants-in-aid of public improvements and supporting 
facilities commenced not more than 5 years prior to the approval of an urban 
renewal project in the area to which such improvements and facilities are re 
lated; (6) Federal financial assistance for preparation or completion of com- 
munity renewal programs; (7) extension of eligibility for relocation payments to 
all individuals, families, and businesses displaced from an urban renewal area 
pursuant to an urban renewal plan. 

In many localities, both renewal and the Federal highway program are pro 
ducing vast changes. Whether these changes result in substantial benefit to com- 
munities will depend to a considerable extent upon coordination of the two pro- 
grams. NAHRO, therefore, urges the development of effective relationships be 
tween renewal and highway programs at all levels of Government. Further, 
families, individuals, and businesses displaced by the highway program and 
other federally aided programs are no less deserving of relocation assistance than 
displacees under the urban renewal program. NAHRO advocates the making of 
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relocation payments to such displacees out of appropriate Federal-aid funds. In 
addition, states and localities are urged to give similar consideration to equitable 
treatment for displacees under programs initiated and financed by State and local 
governments. 

Housing research.—Lack of basic information as a proper background to give 
ynderstanding and direction to public policy decisions in the housing field 
has been a matter of concern among housing officials, economists, home builders, 
and realtors for a long time. Never has this need been more apparent than 
in the last few years when urban renewal programs have added new com- 
plexities to the housing picture. NAHRO strongly urges the creation of a 
housing research program by the Federal Government aimed at these major 
areas: (1) study and analysis of existing programs under Federal agencies 
in terms of results achieved, adaptability to changing conditions, and areas of 
adjustment in current regulations and procedures; (2) an expanded program 
of research aimed at producing facts and a better understanding of the operation 
of the housing market at both national and local levels; and (3) an expanded 
program of research aimed at filling gaps in basic housing knowledge, such 
as the adequacy of present efforts in meeting total housing needs and demands, 
the financial resources available to meet housing needs, the effect of changing 
economic, social, and land-use structure in urban areas in the success of re- 
building efforts, the place of housing in the national economy, the place of 
housing in the family budget, the role of Government in the housing effort, 
and understanding of consumer desires and preferences in housing, particularly 
inurban areas. 

LOOKING BACK ... AND AHEAD 


We hail with pride the tremendous advances made during the 25-year span of 
NAHRO’s life. This look back is not a laurel resting point but an inspirational 
determination to move ahead with boldness, vigor, and imagination. Blighting 
forces in our communities have not yet been checked. Slums continue to appear, 
Not only is it disastrous to stand still but defeat is inevitable unless the pace 
is speeded up and the effort vastly expanded. 

We would be turning our backs on the past quarter century if we did not 
recognize both the achievement and the tremendous task still ahead. On this, 
our silver anniversary, therefore: 

We cite the almost daily growth in public support, including new groups from 
industry and finance, for the renewal program and for goals of the national 
housing policy, while we pledge an unrelenting drive to stop the slum exploiters 
and to end the apathy of many in our communities. 

We acclaim the completion of hundreds of thousands of low-rent public hous- 
ing units providing otherwise unattainable decent shelter for low income 
families and the urban renewal program, which is now approaching the con- 
struction stage in a major way, while we look with great concern upon the 
many millions of families who are still slum ridden and upon the virtual exhaus- 
tion of available slum clearance funds. 

We deplore the failure of the 1958 omnibus housing bill, a landmark bill that 
would have achieved many of our objectives, while we rejoice in the strong 
Senate vote for that bill and for the overwhelming House vote to get the bill 
on the floor. 

The opportunity ahead is a challenge of vast dimensions. We must take our 
place alongside the creative thinkers, who are searching out new ways to make 
cities more humane and pleasant, and alongside the political, social, and economic 
leaders who are working to invigorate our cities and to eradicate disease, 
ignorance, and poverty. 


Housing For OLDER PEOPLE—THE GROWING CONSENSUS OF OPINION AGAINST THE 
ISOLATION OF THE ELDERLY IN SPECIAL Houstne Groups Is Supportep WITH 
PHILOSOPHIC DISTINCTION IN THIS ARTICLE, WHICH We REPRINT FROM THE 
ARCHITECTURAL ReEcorp, USA (May 1956), Wirn THANKS TO THAT JOURNAL 
AND TO THE AUTHOR. 

By Lewis Mumford 


Probably at no period and in no culture have the old ever been so completely 
rejected as in our own country, during the last generation. As their numbers 
have increased, their position has worsened. The break up of the three-genera- 
tion family coincided here with the curtailment of living space in the individual 
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household: and from this physical constriction has come social destitution gs 
well. Unwanted in the cramped small home, even when they are loved, and tog 
often unloved because they are unwanted, the aged find their lives progressively 
meaningless and empty, while their days ironically lengthen. The years that 


have been added to their portion have come, unfortunately, at the wrong end- 


of their lives. 

Now the problem of housing the aged is only one part of the larger problem 
or restoring old people to a position of dignity and use, giving them opportuni- 
ties to form new social ties to replace those that family dispersal and death have 
broken, and giving them functions and duties that draw on their precious life 
experience and put it to new uses. “Old age hath yet his honour and his toil”, 
as Tennyson’s Ulysses put it. The first step toward framing a sound program 
is, I believe, to examine the human situation as a whole, not to center attention 
solely upon the problems of destitution, chronic diseases, and hospital care. We 
shall not, perhaps, be able to care for the aged, on the scale their needs and 
our national wealth demand, until we are ready to put into the rebuilding of 
human communities something like the zeal, the energy, the skill, the dedication 
we give to the monomaniac production of motor cars and super highways. 

As things are now, the process of aging seems to go through three stages. The 
first, which begins around the age of 45, but may not be final for another 20 
years, brings liberation from biological reproduction and increasing detachment 
from the active nurture of children within the family. For the sake of their 
own growth and independence, young people start at the earliest possible moment 
to live by themselves. Poverty or a housing shortage may prolong the two- 
generation family or even restore, in shaky desperation, the three-generation 
family. But in general early marriages and early child-bearing hasten tbe 
hiving off of the next generation. 

Some time during this period of transition, those who have maintained a 
household big enough for a large family find their quarters empty but burden- 
some: for they are too expensive for their incomes, and even too large to keep 
clean, except at an extravagant cost in menial service. In cities, this leads 
either to a remaking of the single-family house, if owned, into multiple dwellings, 
or to removal to a small apartment. This shrinkage of space is often accom- 
panied by other losses, such as the breaking of neighborhood ties, the abandon- 
ment of a garden and a workshop; and that in turn brings about a further 
contraction of opportunties and interests. Mark the result: well before senes- 
cence has set in, even people in the upper income groups, in robust health, may 
find the orbit of their lives uncomfortably narrowing, in a way not adequately 
compensated by increased local mobility in the motor car and increased oppor- 
tunities for general travel. 

The second stage in senescence is that of economic retirement: withdrawal 
at the age of 65, often enforced by benign pension provisions, from the active 
working life. Unfortunately our wide practice of automatic retirement often 
brings on a severe psychological crisis: but even if we showed greater flexibility 
in imposing retirement, still at some moment, early or late, this blow would fall. 
In addition to removing a worker from the main sphere of his life-interest and 
competence, it often halves his income or—as the recent Twentieth Century 
Fund report shows—cuts it down to a starvation level. At the same time, for 
those who have invested their energies too exclusively in their work, retire 
ment tends to make their whole life seem meaningless. If at this moment the 
community sharpens the crisis by weakening other social connections, too, it 
may psychosomatically aggravate the physical disabilities that begin to dog 
this period. 

The final stage, that of physiological deterioration, is more variable than 
the cessation of reproduction or work. Whether the old are happy or bitter, 
active or frustrated, depends partly upon how long the period of health and 
vigor is in relation to that covered by the lapse of biological functions that 
leads to death. But also it depends partly upon how well the community's 
efforts are directed toward preventing minor impairments from turning, through 
lack of prompt and adequate care, into major disasters. In any event, senes- 
cence proper brings about a gradual slowing down of the vital processes, the 
deterioration of bodily functions, eyesight, hearing, locomotion, fine coordina- 
tions, memory. With this goes a loss of self-help and with that, self-confidence. 
In the end this loss may necessitate institutional care, in a nursing home or 4 
hospital. Since the cost of such institutional care, if prolonged over any con- 
siderable period, taxes heavily even the upper 10 percent of our income groups, 
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every effort must be made, not merely to lengthen the period of active health, 
put to restore, through neighborly cooperation and friendly oversight, the kind 
of voluntary care that the three-generation family once made possible. 

If we carry our analysis far enough, we shall find, I think, that the three 
phases of old age—liberation from reproduction, economic retirement, and physio- 
logical breakdown—demand a common solution. We shall also find that no 
present institution, certainly no simple architectural scheme, and no mere 
extensions of existing services, will supply that solution. 

The main point I would make is that the transition from middle-aged maturity 
to old age is a long process; and if we meet it imaginatively at the earliest 
period possible, instead of waiting till the last desparate moment, we can make 
the transition without a jar, and in some degree turn a crisis, full of cruel 
decisions and bitter acceptances, into a positive and fruitful phase of life. Even 
more, by extending active life on the upgrade we can perhaps shorten the period, 
now so burdensome, when it is on the downgrade. By contrast, the worst possible 
attitude toward old age is to regard the aged as a segregated group, who are to 
be removed, at a fixed point in their life course, from the presence of their 
families, their neighbors, and their friends, from their familiar quarters and 
their familiar neighborhoods, from their normal interests and responsibilities, 
to live in desolate idleness, relieved only by the presence of others in a similar 
plight. Let us ask rather by what means we can restore to the aged the love 
and respect that they once enjoyed in the three-generation family at its best. 

Unfortunately for any such aim, specialization, mechanization, institutional- 
ization, in a word, segregation, are the order of the present day: a meaningless, 
effortless, parasitic, push-button existence is now put forward as the beautiful 
promise of an advanced technology, indeed, the ultimate goal of our whole 
civilization. If those’terms were actually final.ones, I, for one, should hardly 
be concerned with the fate of the aged: for it should be plain that a whole 
society that can conjure up no better goals is already moving swiftly toward 
early euthanasia, or at least toward mass suicide. If we wish something better 
for ourselves, we must be prepared to put forward a program, at every phase of 
life, that challenges many of the dominant habits and customs of our society and 
moves boldly in a coutrary direction. 

At some point in conceiving a good habitat for the aged, we must of course 
come to an architectural solution; but we must not for a moment imagine that 
the architect himself, even when backed by ample financial resources, can pro- 
vide the answers that are’needed; or that-beruty:and-order and convenience alone 
are sufficient. One of the most generous quarters for the aged I have seen is the 
old Fuggerei in Augsburg, built in the sixteenth century, composed of one-story 
row dwellings, giving privacy to each old couple, with a handsome fountain and 
achapel. But this city for the aged and poor is set apart from the rest of the 
town; though it has beauty and order, it lacks animation; at best it is only a 
handsome ghetto. The objection against this solution was indignantly put to 
me by an old man in another comely quadrangle for the aged near Manchester: 
a modern building set in ample grounds looking inward on a spacious grassy 
close: also with a little chapel where the dead rested before burial. At first 
glance, the peace and beauty of this spot seemed ideal—but the inmates knew 
better. They now had, alas, only one occupation: remaining alive. When the 
bell tolled, it tolled not only for the departed: it.ominously summoned those who 
were left. “All we do here,” said my bitter informant, “is to wait for each other 
to die. And each time we ask ourselves: ‘Who will be next?) What we want 
isa touch of life. I wish we were near the shops and the bus station where we 
could see things.” 

To normalize old age, we must restore the old to the community. In order 
to make clear what this means, let me assume that we have a free hand and 
tan plan a whole neighborhood community, as one does in an urban redevelop- 
ment area in the United States or a new town in Britain. If we establish the 
right relationships under such ideal conditions, we shall have a clearer view 
of what to aim for in situations where only a piecemeal solution is possible. 
We cannot have even a good half-loaf unless we know what ingredients should 
g0 into a whole loaf. 

The first thing to be determined is the number of aged people to be accommo- 
dated in a neighborhood unit; and the answer to this, I submit, is that the 
hormal age distribution in the community as a whole should be maintained. 
This means that there should be from 5 to 8 people over 65 in every 100 
people; so that in a neighborhood unit of, say, 600 people there would be 
between 30 and 40 old people. Any large-scale organization of habitations for 
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the aged, which upsets this proportion, should be avoided. And this brings us 
to the second requirement. For both companionship and easier nursing care, 
the aged should not be scattered in single rooms or apartments through the 
whole community; but neither should they be thrown together in one large 


barracks labeled by the architecture, if not the signboard, “Old People’s Home.” . 


They should rather be grouped in small units of from six to perhaps a dozen 
apartments. The old monastic rule, that one needs a dozen members to form 
a community, has had long enough trial to give one confidence in it as a rough 
measure; when there are less than a dozen, a single cantankerous individual 
may have a disruptive effect. When there are too many together, they bring on 
institutional regulations. As an old Navy man once pertinently remarked: 
“There is freedom on a destroyer but not on a battleship.” 

But once a reasonable degree of closeness is established between small groups 
of the aged, there is much to be gained by giving them apartments on the lower 
floors of two- or three-story houses whose upper floors will be occupied by 
childless people in other age groups; there is likewise reason for providing 
a covered way or arcade, to make visiting back and forth easier in inclement 
weather, and to serve as a sheltered place for chatting and sunning at other 
times. This mixing of age groups within a housing unit primarily designed for 
the accommodation of the aged would make it possible for those past 65, who 
found stairs difficult, or who wanted to be more accessible, to adapt themselves 
to their infirmities with no greater hiatus than moving downstairs. 

Now it happens that the number of people over 65 in a community are roughly 
the equivalent of the number of children under 6 or 7; and in meeting the 
needs of both extremes pretty much the same conditions hold. Young children 
need special protection and bodily care; they must be guarded frem wheeled 
vehicles; their difficulties in locomotion and coordination when under 3 
make it desirable to avoid unnecessary obstacles and long flights of stairs, 
Even psychologically, there are parallels between the self-absorption of the 
young child and the tendency to withdrawal and inner concentration that mark 
the last phase of senescence. In a well-designed neighborhood unit, the aged 
should be able to go to any part of it, including the shopping area, the library, the 
church, the community center, without crossing a traffic artery ; indeed, without 
if possible climbing a step. Someday, when our motorcar production is de- 
signed to fill varied human needs, rather than the requirements of the assembly 
line, we will produce electrically powered rolling chairs for the aged, which 
can go safely anywhere a pedestrian can go. That will lessen one of the serious 
handicaps of old age, if medical remedies for arthritis and feeble limbs remain 
ineffective. But, until then, the ambit of the 5-year-old child and the 75-year-old 
senescent is their normal walking distance. Once these conditions are fulfilled 
in a neighborhood unit, a larger life would begin to open before the aged. 

Now we are ready to rebuild, in our ideal scheme, the other facilities and 
activities and services that were once performed, more or less effectively, by 
the three-generation family. And just as the young proceed with their growth 
through multiplying their contact with the environment and enlarging their 
encounters with people other than their families, so the aged may slow down 
the processes of deterioration, overcoming their loneliness and their sense of 
not being wanted, by finding within their neighborhood a fresh field for their 
activities. 

But before such an environment can be created, we must challenge the whole 
theory of segregation upon which so many American communities, not least those 
that call themselves progressive, have been zoned: zoned so that one-family 
houses and apartment houses, or row houses and free-standing houses cannot 
be built side by side; zoned so strictly for residence that in many suburban 
communities one cannot buy a loaf of bread or a tin or tobacco without going 
a mile or two by car or bus to the shops. The pernicious effect of this kind 
of zoning was first adequately characterized by the commitee on community 
planning of the A.I.A. as far back as 1924, and time has abundantly provided 
all their contentions. Under our zoning ordinances, it is impossible to give either 
the young or the old the kind of occupational and environmental variety that 
both a superblock and neighborhood unit should have. 

In a mixed community, however, many opportunities for service, both voluntary 
and paid, would open to the aged. Gardening is an occupation that can be 
carried on at odd hours, and that can be adapted to the strength and staying 
power of the old; when a community is well planned, with sufficient amount of 
parked and gardened open space, it makes greater demands for collective care 
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than it can now often afford. Certainly old people with a turn for gardening 
should have a little garden plot of their own, too, to look after. Similarly other 
opportunities for handicraft should be met by the provision of workshop facili- 
ties; making toys, repairing mechanical fixtures, binding books, painting furni- 
ture would not merely provide older people with new forms of work: it would, 
even more importantly, give them the human contacts that a more restricted 
life fails to offer. Such little shops would have a further educational Value for 
the younger members of the community: indeed, they might be incorporated, 
with a separate entrance from outside, in a modern school, with great advantage 
to both the old and the young, who now too often miss the precious experience 
of intercourse with their grandparents’ generation. I know a small town where 
the carpenter’s shop, situated in the old residential area, is the place where 
schoolchildren come to get little repair jobs done; and their contact with the 
carpenter himself is an affectionate and rewarding one. Such a program 
would be far more efficacious, psychologically speaking, than merely putting the 
aged to work on some monotonous specialized task, producing in quantity for the 
market, under factory conditions. 

In addition there are other services that the aged can perform only in a mixed 
community, beginning with their most obvious service as babysitters. This 
again, at a dollar an hour, has become a prohibitive luxury even in middle-class 
communities ; and the hazards of leaving the young to the sometimes irresponsi- 
ble care, if not criminal levity, of inexperienced adolescents only underline the 
desirability of enlisting the old in the same fashion as they would have b2en 
used in the three-generation family. In addition, there are many experienced old 
women, proud of their skill at baking a cake, or even cooking a whole dinner, 
who would think better of themselves and their life, if they might cook and bake 
occasionally for pay. By having such opportunities, old-age pensions and an- 
nuities might be made to go a little further, with greater happiness for both the 
server and the served. To cause the aged to spend all their time glued to a 
television set is to damn them prematurely to a second childhood. Though these 
passive amusements have their place in the life of the aged, especially for the 
crippled and bedridden, there is little reason for reducing their lives as a whole 
to such a soporific routine. What the aged need is activities, not just hobbies, 
but the normal participation in the activities of a mixed community. 

No single institution, however amply financed and humanely planned, could 
provide anything like the range of interests that a mixed neighborhood com- 
munity would do, once age ceases to be regarded as a disease best treated in an 
isolation ward. Still there usually comes a time in every one’s life sooner or 
later when he requires specialized nursing and medical care. The skillful or- 
ganization of such care is the duty of the community as a whole; but some fatal 
inertia has kept our hospital services in an antiquated centralized pattern, and 
has prevented the creation of small nursing homes, close at hand for family and 
neighborly visitors, who could, if the hospital were conveniently at hand, take 
over no small part of the otherwise prohibitively expensive nursing service. 

Even before active hospitalization there is need for a public organization of 
visiting nurses and visiting houseworkers, such as are now provided for on 
a national scale in England and likewise in certain individual American cities. 
Here again, by drawing upon all the resources of the community, a much more 
favorable situation can be created than the most elaborately equipped central 
institution can provide. I look forward to a day when a small nursing home, 
for illness and for maternity cases, will be part of the normal requirement of 
a neighborhood: perhaps as a direct adjunct to a medical clinic and a visiting 
hurse service. Only when these normal functions of the family are drawn back 
into the circle of the neighborhood community is there any prospect of our 
catching up with our needs without raising to a prohibitive height the present 
cost of institutional care. 

Now we can put together these requirements for the aged. They should, 
first of all, be part of a normal mixed community, whether they become mem- 
bers of it at 25 or at 75. Their quarters should be indistinguishable outwardly 
from those of other age groups; but they should be sited, as far as possible, 
where there is a constant play of diverting activity, near a shopning center or 
a school, so that their chance of being visited, casually and effortlessly, will 
be increased. Frequent visits, though short, are more refreshing than formal 
visits, tediously prolonged, that leave desolate intervals of loneliness between 
them. Many people would find their own family life replenished if the grand- 
Parents, though not under their feet, were near at hand; and above all, the 
young would be the gainers from this; for there are special bonds of sympathy 
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between them and their grandparents’ generation, through its very detachment, 
which often makes them far more ready to heed their advice than that of their 
own parents. Who can say how much delinquency and brutalized mischief jn 


our American towns may not be due to the very absence of a warm, loving, 


reciprocal intercourse between the three generations? 

Through their nearness to each other, in small units, personal contacts within 
their own group may easily pass beyond the pleasantries of daily intercourse, 
the hospitalities of a cup of coffee in the afternoon or a friendly game of cards 
or checkers or chess at night; it would also involve visiting each other when jj] 
and performing little services for each other. Everything that makes the aged 
more independent, yet more confident of the fact that their presence is wel- 
come, increases their capacity to love and be loved; and it is only, in the end, 
by providing an environment in which the gifts of love may be more easily 
interchanged that old age can be kept from shrinking and drying. 

But to say this is also to say that there is no easy short cut to improved 
care of the aged—to do well by them, we must give a new direction to the life 
of the whole community. If we fail here, we shall, in prolonging life, only 
prolong the possibilities of alienation, futility, and misery. 

Senator Sparkman. We have with us Senator Kefauver who, I 
understand, is here for the purpose of presenting one of his distin- 
guished constituents. 


Senator Kefauver, if you will come around at this time. 


STATEMENT OF ESTES KEFAUVER, U.S. SENATOR FROM THE STATE 
OF TENNESSEE 


Senator Kerauver. Thank you very much, Mr. Chairman, Senator 
Sparkman, and my colleagues on the committee. 

I am very interested in all of these bills and some of them I have co- 
sponsored. But it is not my purpose in being here today to testify on 
my own, although perhaps at a later time I might have the oppor- 
tunity of doing so. 

I deem it a great personal pleasure to introduce a very good and old 
friend of mine, a gentleman who has been the county judge of our 
capital county, Davison County, Tenn., for the past 8 or 9 years and 
is in the happy position of having 714 years more to go on this term. 

He is the chairman of the Davison County Court, president of the 
Tennessee County Services Association, chairman of the NACO Ur- 
ban Area Committee, and he is testifying here today on behalf of the 
National Association of County Officials. He is well qualified to dis- 
cuss these problems of people in the counties in connection with these 
housing bills. He has been a student of housing for a long time. He 
is a thoughtful and considerate man and-one of our very best. public 
officials. It isa great privilege to introduce Judge C. Beverly Briley 
of Davison County, then. 

I don’t know if you are going to hear him now or whether I should 
just introduce him and he will be called later on. 

Senator SparRKMAN. We will hear him now, and thank you, Senator 
Kefauver. Judge Briley, we are glad to have you with us. We have 
your prepared statement. You proceed in your own way. I may call 
attention to the fact that it is 12 o’clock and we do have two more wit- 
nesses following you. 

Mr. Britey. All right, sir. 

Senator SparKMAN. So if you can summarize it, we would appre- 
ciate it. The full statement will be printed in the record at the end 
of your remarks. 
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STATEMENT OF C. BEVERLY BRILEY, NATIONAL ASSOCIATION OF 
COUNTY OFFICIALS 


Mr. Britey. Gentlemen of the committee, I am very glad to know 
the statement will be printed. It won’t be necessary for me to stick 
with this particular text. 

The county governments of the Nation in the years gone by were 

mostly rural counties, as most of us know. But as time has pro- 
gressed and we talk about the suburban problem and the difficulties 
that have been coming on all over the Nation with population growth 
and with the drift into our metropolitan centers we readily find that 
the only area of local government that is available to the people are 
the county governments. This history of the housing bills in the 
past have rather indicated municipal scope. 
We of the national association and my county in particular, I 
have more people living outside of the city of Nashville than live 
inside the city of Nashville and therefore, this is a very pressing 
problem and one that has really in the last 10 years been coming 
into the proper focus. 

Our views about the housing bills is that the counties need more 
encouragement because this is a new problem for county govern- 
ments. 

My county has participated in the section 701 matching fund grants 
to the extent, I think, in the last 2 years, of about $103,000 each from 
our county and from the Federal grant. 

We certainly have found that it has been very helpful to us to 
awaken our people to the need of public improvements and of tak- 
ing care of many of these urban type problems that are arising more 
and more every om in the county. 

We do not have economists on our staffs, we cannot evaluate the 
total number of dollars that are needed for this program, but it is 
a growing program, a program that we need more and more. I am 
informed that last year there was not adequate funds to cover the 
need for the application of those grants over the Nation as a whole. 
So we would urge that an adequate amount be made available for 
that purpose. 

Senator SparKMAN. I believe you know that both my bill and the 
administration bill provide $10 million ? 

Mr. Britey. Yes. 

Senator SparKMAN. For further implementation of section 701? 

Mr. Britey. I think that is excellent. There is another feature that 

[would call to your attention in some of the grants and again it goes 
back to the fact that this is a problem that is shifting from the munici- 
pal focus to the county focus, so much of city legislation and certainly 
the regulations, indicate that the plans are for applications by munici- 
palities for participation in many of these programs. 
Ihave reference to a recent experience of my county. We were the 
irst county to develop a workable program in order to qualify for sec- 
ion 221 housing and had some difficulty under the county structure of 
government. Yet we have the problem. So we call to the attention 
of the committee that it is necessary for us to have section 221 hous- 
ing and the other facilities of section 220 available for these displaced 
persons who are displaced by virtue of the highway and other public 
programs in our communities. 
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In addition to that we would 

Senator SparkMAN. Did you say there is difficulty in the county 
qualifying ¢ 

Mr. Britey. It is for the reason that the matter of obtaining housing 
codes with the rural background of the legislatures that give the atten: 
tion to these matters and authorize counties to move, it is most difficult 
to get a legislative act through a rural legislature that will let an 
urban county deal with the housing code. In Tennessee there is nota 
single county that has a housing code. That is pretty general over 
the Nation. 

I think it is because this problem is a new problem. We do have 
building codes, fire codes for construction, electrical codes, and that 
type of t hing. Incidentally, they are more recent in the last 10 to 15 
years. Those things are coming into existence and little by little we 
are solving them. Of course, ‘it is easy to recognize that attention 
would be given to the old, built-wp communities : generally when we 
talk about housing and replacement housing. 

So the regulations pretty well have a tendency to use municipal 
terminology that have not been looking upon the county problem as 
such. 

In addition to that some of the advance planning grants are de- 
signed more or less, again along the municipal idea, not recognizing 
this problem, and they refer to regional planning commissions and 
planning boards. Fortunately in Dav idson County, or in Tennessee, 
our Davidson County planning commission is recognized as a regional 
commission. But in a good many cases that isn’t true over the Notio 
as a whole and where the reference is made to regional we would use 
that and the term county would be used in addition to regional. Due to 
the peculiarities in each State, regional doesn’t adequately qualify 
some of the counties. 

Senator SpaRKMAN. We are glad to have that suggestion. It seems 
to me there is merit in it. 

Mr. Britey. In addition to that we would call attention to the 
fact that we believe, and it is tradition] with counties, that counties 
have been one of the conservative elements of government generally. 
They have not been as progressive and aggresive in the years gone 
by, because as I say they essentially were . made up of rural people. 
But we know that is no longer true ‘today. We need better and more 
attention given to the urban problems in the urban counties. For 
that reason we are having an urban congress here in March, the first 
time that it has been held. We are expecting over a thousand of 
county officials here to deal with the urban problem. The appropria- 
tions, grants, and the loans that we get out of planning are absolutely 
essential if we are to solve that. 

I will be glad to try to answer specific questions. I have with me 
some of the material that Davidson County itself has been doing inas- 
much as this is a new approach for counties, it might be well for the 
committee to have the advantage of that and after I have testified, 
I will file those with the committee so that you can review the county 
problem. 

Senator Sparkman. We will be very glad to have them for the 
committee files. 

Mr. Britzy. I will be glad to answer specific questions that the 
committee may have. 
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Senator SparKMAN. Senator Byrd, do you have any questions ? 

Senator Byrp. No, thank you. 

Senator SparkMAN. Senator Williams? 

Senator WitxraMs. No, thank you, Mr. Chairman. 

Senator SparkMAN. Senator Muskie? 

Senator Muskie. No questions. 

Senator SparkMAN. Thank you very much, Judge, we appreciate 
your being with us, and if you will leave the other material with 
the staff, we will appreciate it. 

Mr. Brizey. Be glad to. 

(Mr. Briley’s prepared statement follows :) 


STATEMENT OF C. BEVERLY BRILEY, NATIONAL ASSOCIATION OF CoUNTY OFFICIALS 


Mr. Chairman and members of the committee, my name is Judge C. Beverly 
Briley; I am chairman of the Davidson county court, Tennessee, and president 
of the Tennessee County Services Association. I am a member of the National 
Association of County Officials (NACO) and chairman of the NACO urban area 
committee. Housing and urban renewal legislation and developments fall 
within the scope of the function of the urban area committee. I am most 
grateful to the chairman and this committee for having been afforded this oppor- 
tunity to appear before you on behalf of the National Association of County 
Officials. My testimony will be on behalf of the nearly 6,000 elected and ap- 
pointed county officials from 47 States who compose the membership of NACO. 
While we speak, essentially, for counties and their citizens, we at once recognize 
that the proposed legislation which is the subject of my statement has the most 
crucial bearing on the future happiness and well-being of every American. I 
commend you on your great record of devotion to the solution of the issues under- 
lying the subject legislation and on your conscientious dedication to the task of 
meeting the housing and urban renewal needs of the American people. I know 
Ispeak for county officials everywhere when I say that we have every confidence 
that these deliberations will contribute substantially to the furtherance of the 
life abundant for all our people. 

The National Association of County Officials has long advocated an adequate 
Federal housing and urban renewal program for this country. As elected and 
appointed county officials representing millions of citizens, we are dedicated to 
the proposition that government at all levels has the highest duty and moral 
responsibility to do everything within its lawful powers to assure every Ameri- 
can of clean, safe, wholesome housing. The presence of housing blight and 
deterioration in otherwise modern America of 1959 weighs heavily on the con- 
science of the Nation. Public officials should not rest until the last trace of 
housing squalor and filth has been banished from the land. The National Asso- 
ciation of County Officials advocates a housing program that will do just that— 
rid this land of slums. We have every confidence that this committee and this 
Congress will accurately assess our total housing needs and make adequate 
provision for the early extermination of substandard living conditions. 

Established NACO policy, as embodied in section 1-38 of the American county 
Platform, proclaims: 

“County role in slum clearance. Increasingly, counties are being called upon 
to take the lead in the elimination of slums and blighted areas and to relocate 
families displaced by the construction of new highways and other. public works. 
Under the Housing Act of 1954, Federal funds were authorized to assist counties, 
hunicipalities, and other local units in bearing the tremendous cost of these 
vitally important programs. We endorse the urban renewal provisions of the 
Housing Act of 1954 and urge the Congress to continue the program with suffi- 
cient appropriations to meet the pressing needs of our local communities.” 

That same section in the American county platform (1-3) goes on to state, 
with reference to the program of Federal mortgage insurance : 

“We further recommend the liberalization of the regulations of the Housing 
and Home Finance Agency so as to make sections 220 and 221 of that act more 
effective.” 

Thus is the position of the National Association of County Officials on these 
Vital parts of the broad housing and urban renewal program made clear. I have 
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copies of the American county platform available for distribution to the com. 
mittee. 

But I would especially direct my comments this morning to two areas of the 
housing legislation under consideration of critical significance to counties at this 
time: 

(1) The program of broad planning grants under section 701; 
(2) The program of advances for public works under section 702. 

The American County Platform, again, is equally clear in its stand on these 
two programs. 

Section 7-1 of the American County Platform attests: 

“Counties should be made eligible for Federal assistance to prepare general, 
countywide plans for industrial development, community facilities construction, 
long-range capital improvement, and other general planning on the same basis 
as cilies are now eligible for such aid. Section 701 of the Housing Act of 1954 
should be amended to specifically include for eligibility individual counties or 
groups of counties acting together.” 

Section 7-2 of the American County Platform proclaims: 

“The program of advances for public works planning outlined in the Housing 
Act of 1954 (sec. 702) has been of very great value to communities in making 
available interest-free Federal loans for planning the construction of vitally 
needed public works facilities. These funds are repayable when the facility is 
constructed and are therefore made available to other communities on a re 
volving basis. We heartily endorse this program and commend the Congress 
and the administrative agencies for making this assistance available to counties 
and other local government units.” 

The American County Platform stand on the program of broad planning ad- 
vances (sec. 7-1) is aimed at the serious impediment whereby counties, for the 
most part, are not eligible for broad planning grants. As the law now reads, 
Federal grants up to 50 percent of the cost are available to State planning agen- 
cies to help communities under 25,000 population develop general community 
plans. These grants are made directly to States. In addition, funds are made 
available to local planning agencies of a metropolitan or regional character. 
Thus, direct grants to counties can be made only where certain county planning 
agencies which by virtue of size, location, and urban character of the county 
are actually engaged in planning of an areawide urban nature. In some cases, 
Federal aid is also available to joint city-county units or to several adjoining 
counties. Plans for specific public works are not entitled to receive aid under 
this program. While this program as presently constituted is certainly a step 
in the right direction, and while necessary general planning in smaller com- 
munities has been given great impetus, we respectfully submit that the program 
should be augmented to specifically include counties—of whatever size and of 
whatever character. This revision is urged as one most essential if counties 
are to meet their responsibilities and commitments in these times of rapid 
change. The predominantly rural county of today becomes, almost overnight, 
the bustling urbanized county of tomorrow. Already more than 6 out of every 
10 Americans live in 300 urban counties. The tidal wave of population flood- 
ing out from the metropolitan areas assures us that this is just the beginning. 
This explosive concentration of population in counties needs and demands 
schools, water, sewers, and other governmental services of every conceivable 
kind. Counties are under terrific bombardment to provide these services. 

We cannot wait, however, until the situation is actually upon us. If we are 
to escape the overwhelming problems which now beset cities, every county must 
be eligible now for assistance in developing general countywide plans. The act 
must be amended to provide Federal assistance now to counties to make county- 
wide plans for industrial development, community facilities, construction, capital 
improvement, and other planning. 

County government is doing its best to meet these swollen demands for serv- 
ices as they arise. County government recognizes its obligations and therefore 
wants to plan intelligently for the future. With your help we will do so. 

Turning now to the second program to which I am making special reference 
this morning—that providing advances for public works planning under section 
702—I would like to say that this Federal assistance has been of tremendous 
help to counties. This section permits of interest-free loans for planning the 
construction of specific public works. Unlike section 701, the revision of which 
I have just urged, this section specifically makes counties eligible for this assist- 
ance. I can assure this committee that many, many counties would not have 
vital public works facilities today—either operative, ready to go, or planned— 
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were it not for this much-needed assistance. We heartily endorse this program 
and commend the Congress for its understanding of our problems and for help- 
ing us to help ourselves. We urge that the program go forward with all vigor. 

On March 15 to 18, 1959, in Washington, D.C., the National Association of 
County Officials will sponsor and play host to the first national Urban County 
Congress ever held in this country. It is my privilege to serve as general con- 
ference chairman of this historic meeting and to be its keynote speaker. The 
Urban County Congress is the clearest testimonial that county government is 
alive and virile and anxious to take whatever steps are necessary to meet the 
problems of the present and the future itself. County officials from across the 
Nation, meeting on a note of urgency, will demonstrate again what county gov- 
ernment is capable of doing under the broad program of housing and urban re- 
newal when it has adequate Federal assistance. 

In my own Davidson County, we have not always been the dynamic, growing 
county that we are today. Phenomenal development in recent years has brought 
us problems heretofore undreamed of. Hardpressed as we have been to provide 
vastly augmented services, we could not possibly have found the funds to meet 
all the needs of our citizens without assistance from a responsive Federal 
Government. 

I am submitting a copy of our workable program and related documents for 
the committee’s study as evidence of what Federal assistance has meant to us 
and what it can mean to every other county which faces up to its responsibilities 
and conscientiously acts to meet the needs of its people. 

In conclusion, let me emphasize that the National Association of County Offi- 
cials supports the passage of broad, adequate housing and urban renewal legisla- 
tion and specifically urges the expansion on the one hand, and the continuance 
on the other hand, of the two programs I have stressed here this morning as 
vital to the future development of counties. 

Again, I say, I am most grateful for this opportunity to come before you. I 
shall endeavor to answer to the best of my knowledge and ability any questions 
that you may have. 


Senator Sparkman. Mr. T. Ledyard Blakeman. Mr. Blakeman is 
vice president of the American Institute of Planners. We are glad 
to have you, Mr. Blakeman. 

Mr. BuakeMan. Senator, we are filing a position statement and I 
just wanted to highlight a few points. 

Senator SparkMAN. Your statement will be printed in the record 
at the conclusion of your presentation. 


STATEMENT OF T. LEDYARD BLAKEMAN, VICE PRESIDENT, ACCOM- 
PANIED BY W. C. DUTTON, JR., EXECUTIVE SECRETARY, AMERI- 
CAN INSTITUTE OF PLANNERS 


Mr. BLakeMan. I will try to hurry this as much as possible. 

My name is T. Ledyard Blakeman, I am planning adviser to the 
States of New Jersey and Connecticut, and to a county in eastern 
Pennsylvania. Formerly I was director of the Detroit Regional Plan- 
ning Commission and before that chief of planning for the State of 
New Jersey. ; 

I have with me Mr. W. C. Dutton who is executive director of the 
American Institute of Planning. 

Senator CLark. Which county, Mr. Blakeman ? 

Mr. BLuakeMAN. Lancaster, they have just started a program up 
there and getting underway. 

Senator Ciark. A very good one, too. 

Mr. Buaxeman. They have a $30,000 appropriation and are moving 
ahead. I am appearing today as the vice president of the American 
Institute of Planners which is a national society of professional 
planners working in local, metropolitan, State, and national agencies. 
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I wish to present our position as authorized by our board of governors 
and president. 


In submitting the attached statement of the American Institute of 


Planners on housing legislation now before the Senate Committee on 


Banking and Currency, I would greatly appreciate the opportunity 
to emphasize, briefly, certain points which our institute believes to be 
of vital importance to the success of the housing and urban renewal 
programs of this Nation. 

These points concern : 

1. Establishment of urban renewal on a long-range, sustained high- 
level basis. ; 

2. Removal of residential limitations on the use and reuse of renewal 
areas, in order to permit a balanced program. 

3. Provisions for large-scale community renewal programing. 

4. Continuation of urban planning assistance program. 

5. Restoration of an adequate program of research in housing and 
urban problems, as provided for in the Housing Act. of 1949. 

6. Means for alleviating the shortage of trained professional people 
in this field. 

Urban renewal programs have demonstrated their ability to achieve 
the basic objective of reversing the process of urban decay, which has 
been extant in practically all of our cities. 

It is important that authorization be made to permit cities to de- 
velop and adhere to long-range renewal programs, increasingly broad 
in scope. We urge a 10-year authorization at a level of $600 million 
in grants per year. 

‘This, we believe, will permit sound long-range programing of 
urban renewal at a scale consistent with the need of our urban com- 
munities. The figures introduced by the President’s Advisory Com- 
mittee on Government Housing Policies and Programs, December 
1953, on “The Size of the Slum Elimination Program” indicates that 
nothing less than this will give assurance of a satisfactory program. 
This long-term authorization will enable communities to plan for 
comprehensive renewal and allow comprehensive plans to adequately 
reflect the industrial, commercial, and social needs of our urban 
communities. 

We wish to emphasize the importance of continued economic pro- 
ductivity in our urban communities, which now produce two-thirds 
of the total wealth of the Nation, and two-thirds of the revenue from 
all sources for use by all levels of government, including Federal, 
State, and municipal. 

Important to this productivity is the elimination of industrial 
blight. Most of our communities are dependent upon substantial 
industrial areas in order to provide jobs for municipal services. We 
support the enlargement of the proportion of all projects which need 
not be residential, before or after clearance, to 25 percent of all pro}- 
ects and the elimination of the present requirement that nonresiden- 
tial renewal projects contain a substantial amount of housing. We 
believe that economic decay of communities, brought about by the 
growing blight of older urban industrial areas, with resulting aban- 
donment of industrial structures, loss of jobs and loss of tax revenue, 
must be prevented. , : 

We also urge the necessary provisions for housing programs that 
will serve to accommodate the relocatees from urban renewal project 
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areas, as well as other urban improvements such as the interstate 
highway program. 

We support the suggestions to modify the present approach to 
yban renewal on a project basis, to enable large-scale community 
rnewal programing. We recognize, as well, the desirability of con- 
tinuing the general neighborhood renewal plan concept, within the 
community renewal plan, in our larger cities. We believe that every 
participating community should identify the total coverage of its 
blighted areas and the areas subject to blight influences, then estab- 
lish priority schedules for elimination of blight and undertake positive 
programing for rebuilding. 

We support the making of loans to enable communities to acquire 
individual properties in anticipation of renewal projects, authoriza- 
tion permitting credit for public improvements installed 5 years 
before actual clearance or rehabilitation, and other modifications to 
provide greater flexibility for longer range operations in local 
communities, 

We believe that the urban planning assistance grant program, au- 
thorized under section 701 of the Housing Act of 1954, has had a most 
uweful beginning. We recommend that the authorization for this 
program be increased from $10 million to $25 million to permit its 
continuation and expansion into those States which are now con- 
sidering legislation necessary for this program. 

We support the expansion of the program to encompass cities or 
groups of cities with populations of 50,000 people, for the purpose 
of achieving the original objectives of encouraging local community 
efforts to prevent urban decay. However, we are opposed to the pro- 
posals to permit these grants to be made directly by the Federal Gov- 
emment, to smaller communities in States which have no State plan- 
ning agency. 

Aside from the administrative problems involved, we strongly be- 
lieve in the related objective of developing effective planning pro- 
grams and technical assistance services at the State level. Removal 
of this requirement can weaken existing State agencies. 

We strongly urge the restoration of adequate funds for a compre- 
hensive program of research in housing and urban problems. 

Senator, it has seemed to me clearer and clearer as we went along 
this morning that there should be adequate data and statistics at the 
Federal level on these problems, I am utterly amazed to find that 
they are not available. 

Senator Crark. Mr. Blakeman, do you have any legislative lan- 
guage which would implement your recommendations 5 and 6? They 
are not in any of the bills presently before the committee and it would 
be helpful if you had some such language if you could submit it. Not 
that we are necessarily going to take it but we would like to see what 
It says. 

Mr. Buaxeman. I would like to ask Mr, Dutton if that has been 
done. 

Mr. Durron. Sir, I believe that some adequate language can be 
found in earlier bills that have been authored by the chairman of this 
subcommittee and we could probably resubmit those or we will be 
glad to work toward the direction you suggest. 
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Senator Sparkman. I may say that in the 1949 act we set up, you 
may remember, a division of research in the Agency. It was later 
repealed. About 2 years ago I believe it was, the Senate committee 
accepted and the Senate passed a provision to provide scholarships 
for city planners. The House, however, in the conference between 
the two houses was absolutely adamant on it, refused to accept it. So 
we have had that experience; that was in 1956, 2 years ago. 

Mr. Birakeman. Senator, as you probably know, we are running 
about 300 positions short in planning all the time. Consistently the 
American Society of Planning Officials’ letter, on jobs, there are two 
or three hundred jobs open all the time and we just cannot fill them. 
I have been trying to recruit for Lancaster County and it is very dif- 
ficult to get competent men at reasonable prices. 

I will continue this and finish it. 

Illustrative comparisons can be made with other governmental re- 
search programs and the very minute amount now available for study 
of urban problems. With all sections of our economy indicating enor- 
mous growth of our urban population, the time is past due for com- 
prehensive programs of research at the Federal level. 

In the meantime, local planning efforts are hampered by the lack 
of centralized and comparative data on our urban problems. There 
are no criteria with which to judge local solutions to problems which 
are common to all cities and to the basic urban and economic structure 
of the country. 

We hope that this Congress will recognize the extreme importance 
of research in urban problems commensurate with the proportion of 
our people who live in urban areas. 

Finally, the continuing and growing shortage of trained and pro- 
fessional city planning personnel is a major impediment to the execu- 
tion of local programs of housing and renewal. 

We urge that a modest program of scholarships and fellowships for 

raduate and professional training in this field be made available as is 
an in the field of health, and some of the other sciences. 

We strongly support the proposals made earlier by Senate Subcom- 
mittees on Housing and strongly urge that these provisions be made 
this year. A program involving the expenditure of approximately 
$1 million a year would provide enormous assistance and help to over- 
come a critical shortage of personnel. 

Thank you very much, Senator. 

Senator Sparkman. Thank you, Mr. Blakeman. Any questions, 
Senator Clark? 

Senator Ciark. No, thank you. 

Senator Sparkman. Senator Williams, do you want to ask your 
constituent some questions ? 

Senator Wiiuiams. We are delighted to have this testimony. 
Thank you very much; no questions. 

Senator Sparkman. Senator Muskie? 

Senator Muskie. No questions. 

Senator Sparkman. Thank you very much. Do you have anything 
toadd? Were you identified for the record ? 

Mr. Buiaxeman. Yes, Mr. Dutton is executive director of the 
institute. 

Senator Sparkman. Fine. 
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Mr. BrakeMaNn. I might say that I am not a specialist in the urban 
renewal field myself but a specialist in metropolitan and State plan- 
ning and looking at the total picture I get a pretty good idea of the 
lack of balance in the situation. 

Senator Ciark. Mr. Chairman, could I just make the comment for 
the record that I think it is very significant that Mr. Blakeman is now 
, planning adviser to the county of Lancaster, Pa., and I guess the 
city of Lancaster ? 

ir, BiakeMAn. No, they have set up a county planning commission 
to which I am the adviser. 

Senator CxarK. I think this is quite significant because Lancaster 
is just getting underway with an urban renewal program under its 
dynamic new mayor, Tom Monahan, which is going to clear out a num- 
ber of the worst slums in that fine city. This is just an indication of 
how this program is spreading into the smaller cities of the country 
across the board and all the more reason why we should not kill the 
program now when it is just getting off the ground. 

Mr. BLakeman. Could I say something in connection with that, Mr. 
(Chairman ? 

Senator SPARKMAN. Surely. : 

Mr. BLakemMan. I have that same comment. Iam a consultant for 
Connecticut. and the comment that was made to me by the State plan- 
ning officials there was we are just beginning to get the smaller towns 
into the program and beginning to realize the need for this work in 
thesmaller communities and now it is chopped off. 

Senator CLarK. Let me say in a friendly and perhaps lighter vein 
that we have been given to understand that Connecticut doesn’t really 
iced much more Federal help; they are going to pick up the tab them- 
vlves, at least in large part. 

Would you have any comment to make on that ? 

Mr. Braxeman. As I told you I am not a specialist in urban re- 
iewal but I would question that statement very definitely. 

Senator SpaRKMAN. Thank you, Mr. Blakeman. 

Senator CiuarK. Mr. Chairman, we should perhaps note for the 
reord that college unions are affiliated with neither the AFL, CIO 
nor the Teamsters. 

Senator SparKMAN. The committee will stand in recess until 2 
o'clock. 

(Whereupon, at 12:23 p.m. a recess was taken until 2 p.m. of the 
same day.) 

Senator SpARKMAN. Your statement will go in the record. 

(The statement referred to follows :) 


STATEMENT OF THE AMERICAN INSTITUTE OF PLANNERS — 


We affirm our support of the national housing policy as declared by the 
Housing Acts of 1949, 1954, etc. We observe with regret that the objectives 
seem to have become somewhat obscured in recent years. We think this is 
the time to execute programs which will enable the achievement of livable urban 
communities and well planned residential neighborhoods, with proper relation- 
‘hip to the general plans of local communities. At no previous time have 
Public interest and attention and organized community effort been focused 
0 intently and constructively on our urban problems. 

1.1. The AIP recognizes the necessity for a continuing and expanding 
jroegram of mortgage insurance as an aid to residential growth. In the ex- 
‘ision of the program we feel that the Federal Housing Administration should 
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provide reasonable assurance to builders that credit will be forthcoming for 
well-designed, well-located, moderately priced homes in all parts of the metro. 
politan area. 

2. One of the most urgent needs facing all communities is the demand fos 
an expansion in rental housing construction. Since rental housing constrye. 
tion, except in the luxury field, has declined sharply in recent years and reached 
a satisfactory level only under the stimulus of the ultrahigh ratio FHA mortgage. 
we presume that adequate stimulus to private rental housing constructioy 
can be attained at least in part through high ratio FHA mortgage loans, 

3. Mortgage insurance for residential construction in urban renewal areas js 
particularly essential. The present section 220 program has been ineffective 
in many areas for new construction and almost universally ineffective in pro- 
viding mortgage credit for older structures in rehabilitated areas. Action to 
make these mortgage insurance programs really effective for new and rehabil- 
itated housing is essential if the renewal program is to succeed. 

4. Equally important is the development of an effective program for relocation 
housing. The proposal to enable section 221 mortgage insurance to apply any- 
where in the housing market area of a renewal project is a good one, but this 
program must be administered far more vigorously if it is to meet the needs 
of those displaced families who can afford private housing. 

II. A secondary mortgage market such as is provided under the special 
assistance program of the Federal National Mortgage Association is essential to 
urban renewal programs. For this reason, we urge an enlargement of FNMA’s 
special assistance mortgage program to provide an assurance of private mort- 
gage credit at reasonable interest rates without excessive discounts for housing 
in urban renewal areas and for housing for especially needy classes including 
displaced persons, the aged, cooperative housing projects, and minority groups, 

III. 1. The urban renewal program is just beginning to gain the momentum 
and the size needed to make effective progress toward the elimination of blight. 
Local communities have demonstrated their willingness to support and carry 
out the program on an increasingly broad basis. The imposition of rationing 
in Federal grants has threatened the whole program by discouraging com- 
munities, delaying needed projects, and suggesting that effective wide-scale 
renewal will never be possible. To reverse this tendency and to provide con- 
munities with the assurance that they can plan for long-range renewal pro- 
grams, we urge a 10-year authorization at a level of $600 million in grants per 
year, consistent with the rate of current applications. In addition, the President 
should be authorized to expand the program a stated amount in any year that 
applications justify such expansion. This long-term authorization will enable 
communities to plan for comprehensive renewal. 

2. The present project approach to urban renewal keeps the program on & 
stop-and-go basis. It should be modified to enable communities to plan for 
larger areas and to plan the treatment of those areas on a scheduled basis over 
longer periods of time. For these purposes, we support the idea of grants for 
the development of community renewal programs, loans to enable communities 
to acquire individual properties in anticipation of renewal projects, authoriza- 
tions which will permit communities to receive credit for public improvements 
installed 5 years before actual clearance or rehabilitation, and other modifica- 
tions to provide greater flexibility for longer range operations in local com- 
munities. The concept of the community renewal program should extend to and 
include the general neighborhood renewal plan in large cities, as has been wl- 
dertaken successfully in Buffalo and Detroit. 

3. Relocation payments are proving to be inadequate. We urge that they be 
raised for families and smaller businesses and that they be made applicable 
to any families displaced by government activity in a renewal area. This should 
include families displaced as a result of voluntary repair and rehabilitation 
projects in such areas. 

4. As the urban renewal program now operates, cities do not put public hous 
ing projects needed for the rehousing of displaced families in urban renewal 
project areas. The two subsidy formulas operate to encourage public housing 
projects to be located elsewhere, even when sound planning might indicate 
otherwise. The two formulas can be readily modified, as the Senate did last 
year in S. 4035, to eliminate the present incentives against public housing in 
renewal projects and provide local communities with effective freedom of choice. 

5. Most communities have recognized that the renewal of industrial areas is 
as essential as the renewal of residential areas if communities are to provide 
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jobs for their inhabitants and develop the tax base necessary to sustain broad 
renewal programs. Under the current act, a small proportion of all projects 
need not be residential before or after clearance. We support the enlargement 
of this proportion to 25 percent of all projects and the elimination of the present 
requirement that nonresidential renewal projects contain a substantial amount 
of housing. 

6. Finally, one of the most useful phases of the urban renewal program has 
peen the planning assistance grants authorized under section 701 of the Hous- 
ing Act of 1954. The authorization for this program should be increased from 
$10 million to $25 million to permit its continuation and expansion as more com- 
munities realize the need for the development of city plans. We support the ex- 
pansion of the program to encompass cities or groups of cities with populations 
of up to 50,000 people. We oppose proposals to permit these grants to be made 
directly by the Federal Government to smaller communities in States where no 
State planning agency exists. One purpose of the act was to strengthen State 
planning and do so by requiring that a State planning agency exist, through 
which grants under the 701 program might be administered. Despite the ef- 
forts of the local groups, nearly a score of States lack such State planning 
agencies. If effective action is to be taken to encourage State planning, the 
incentive for the establishment of a State planning agency should remain in 
law. The size and complexity of our country further justifies continued effort 
at developing an intermediate level of planning between the national and local 
governments, which can provide continuing assistance to local planning. 

IV. The public low-rent housing program has been slowed down, but merely 
as a result of the severe limitations on size of this program, but also by ex- 
cessive Federal controls. We support the amendments adopted by the Senate 
last year which would clearly place these matters in the hands of local housing 
authorities and relieve them of excessive Federal supervision. We believe that 
it is also desirable that the public housing program be extended to permit the 
wider use of existing dwellings and to permit the sale of public housing units to 
overincome families without subsidy, where no suitable housing is available 
for such families. Wealso support the other amendments adopted by the Senate 
last year to fix the annual contribution rate to provide for accelerated amortiza- 
tion of projects and in other ways increase local autonomy. 

V. There is an urgent and growing need for the development of housing aids 
which would permit the construction of housing for the aged at rents within 
their means. Loans such as those provided by the college housing program 
would permit the development of such housing. In view of the rapidly increas- 
ing proportion of the aged in our population, we believe that such a program is 
needed. 

VI. The college housing program has found widespread acceptance. It often 
provides an essential use for land in renewal areas. We hope that it will be 
continued. 

VII. Four important elements must be included in any comprehensive housing 
and renewal program. These are as follows: 

1. Effective relocation housing for middle and lower income families. Neither 
the FHA mortgage insurance nor the limited amount of public housing available 
provide housing to meet the needs of most of the families displaced by urban 
renewal programs. While a few displaced families can afford rents or purchase 
prices required by FHA section 221 housing, most of them cannot. Many relo- 
cated families cannot meet the requirements for admission to public housing 
either because their incomes are too high, or because they do not meet other 
digibility criteria. A new formula for housing of such families is required, 
involving the use of long-term low-interest-rate Government loans to private, 
nonprofit housing corporations. The formula originally proposed by Congress- 
man Rains and embodied in title 3 of S. 193 (Senator Clark’s bill) seems to 
meet these requirements most clearly. We warn that the progress of the re- 
hewal program will be impeded unless effective aid can be made available to 
such families. 

2. A further expansion of the housing market generally is required if resi- 
dential construction volume is to be enlarged to levels which will permit the 
filtration process to work in the housing market. Until this is done, the over- 
crowding of families in blighted areas will be an impediment to humane re- 
hewal and economic rehabilitation. What is needed is a large permanent pro- 
gram of housing for middle-income families not served by other financing mecha- 
tisms. The terms proposed for relocation housing and identified above are re- 
quired to meet this need. We believe that formulas could be developed which 




























































































































600 HOUSING ACT OF 1959 


would make these terms available through private lending institutions. We 
urge that the Congress give consideration to this matter at an early date, 

3. The absence of a comprehensive program of research in housing and urban 
renewal is the most striking omission in the pending bills and in current Federa] 
programs. The Agriculture Department has huge research programs dealing” 
with the farm problems of 20 million people. The Housing Agency has no re 
search program dealing with the housing problems of 150 million people, or 
with the problems of urban growth in cities with a population exceeding 1) 
million. Research is the most profitable investment that the Government can 
make. It is appalling that there exists no broad-scale research program in the 
Housing Agency. 

4. The shortage of trained professional city planning personnel is a major 
impediment to the execution of local programs of housing and renewal. We 
have long urged that a modest program of scholarships and fellowships for 
graduate professional training in these fields should be made available as is 
done in the fields of health and some of the other sciences. A program involving 
the expenditure of no more than a million dollars a year would provide enormous 
assistance and help to overcome a critical shortage of personnel. 


AFTERNOON SESSION 


Senator CLarK. The committee will please come to order. 

Senator Sparkman has been temporarily detained and has asked 
me to preside until he can get here. 

Our first witness is the Honorable Charles P. Taft, of Cincinnati. 

Mr. Taft, we are very happy to welcome you here and appreciate 
vour willingness to testify before the committee. We know of your 
wide experience in this field as former mayor of Cincinnati and pres- 
ently as city councilman, and your wide civic interest in this regard. 

We will be happy to have you proceed in your own way. 


STATEMENT OF CHARLES P. TAFT, CITY COUNCILMAN, 
CINCINNATI, OHIO 


Mr. Tarr. Thank you, sir. I am not an administrator. I don’t 
know all the details of administration in operating under the act 
for urban renewal. But I do have a substantially unanimous council 
of which I am a member which is supporting a good addition to the 
available authority for urban renewal appropriations. I feel very 
deeply the importance of the corresponding cities and the blight 
which is attacking them in our entire economy and in our entire 
health as a community. 

I have requested this opportunity to testify on the housing bill at 
the suggestion of the American Municipal Association. I am con- 
cerned in this statement with urban renewal and with public housing. 

I have only two points to emphasize about urban renewal and I 
hope you will not find them repetitious of previous testimony. 

You have been told by numerous witnesses that the appropriation 
for urban renewal will not be spent in 1 year, but I do not believe 
that the Congress really understands what this means. To charge 
to 1 year’s budget the full amount of the appropriation for urban 
renewal just does not make sense. 

Senator Crark. Mr. Taft, let me interrupt you to say I think that 
is an awfully good point. In addition to that it is not an appro- 
priation, it is an authorization for the wrant reservation and it takes 
from 3 to 5 years after a grant reservation is awarded before one 
cent 1s spent. 
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Mr. Tarr. Yes, sir; and that is just the point I was going to make. 

I realize that a contract for a dam, Markland Dam, on the Ohio, 
for instance, which concerns us very much in Cincinnati, will take 
2 years to complete, and the authority has to be given in advance for 
the U.S. Engineers to sign for the full amount. The United States 
then is committed for the full amount. 

But it will not be spent in the one fiscal year. Why is it charged 
against the income of the fiscal year, even for budget purposes? This 
is not a mere matter of form. The budget deficit is an important 
factor in control of inflation. What has a commitment past the pres- 
ent fiscal year to do with a current deficit in any real effect on infla- 
tion ? 

I would make one note there in addition and that is that I have 
found in our own city, although we pride ourselves on our accounting, 
we have a capital improvements program which is carefully worked 
out for 5 years in advance, but even in our city we have no adequate 
reporting system as to how that program has been carried out. 

It takes a special effort and a special request to find out how fast 
that money was spent and what projects authorized 5 years ago have 
actually been built. There is no system 

Senator CLark. Let me interpolate that we have had testimony here 
which I think is worth repeating that the impact on the 1960 budget 
of the urban renewal program will be $104 million, and that impact 
will exist whether or not we pass a housing bill in this session of Con- 
gress. The requested authorization for $600 million a year for 10 
years, or for lesser sums which other Senators have suggested, will 
have no impact on the 1960 budget whatever. 

Mr. Tarr. I had received a pamphlet from the gentleman who is 
the President’s assistant in charge of public works planning, and I 
looked through it and I found nothing on how you report what has 
been built. So I wrote him a letter and asked him, “What about 
this?” He has no answer; he has even less answer than we have in 
Cincinnati. 

There has evidently been no thinking on it at all. When you come 
to urban renewal, it goes even further in making this system ridicu- 
lous. Our major urban renewal project, which is now provided for, 
which is already appropriated whether you provide any more or not, 
involves moving 10,000 families. We can’t spend the money except 
as we move them. We can’t move them in less than 6 years, in my 
opinion. So the Federal expenditure of $24 million cannot be spent 
in less than 7 years. 

Senator Ctark. And you can’t move them until you find some place 
to put them, can you? 

Mr. Tarr. Exactly. 

If, therefore, we get one loan and grant contract with the Federal 
Government for this amount before June 30, which we hope to do, 
why should this $24 million be charged to the 1959 fiscal year deficit ? 
It will not be used for over 18 months except as security for the city 
of Cincinnati loans, and the first “draw” will not come until we ‘\ave 
actually paid out 25 percent of the whole project. What has this to 
do with the 1959 fiscal year deficit ? 

But even then we cannot go faster than we move the people, so 
that the expenditure is surely spread over 6 years. 
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At the moment, nobody knows how much is actually being spent 
for purchase of land and clearing per year, perhaps because nobody 


has asked. Certainly nobody knows how much would be spent in. 


each year if all projects that seem to have merit were approved, 
commitments made, and work contracted for. And I am talking 
about the rate which experience shows can reasonably be expected. 

If you tell me that this allocation by years is not the way it is 
done—that is not in the appropriation act although it may be in the 
authorization act—I know it is not. But why can’t it be done? If 
the present law does not permit it, why not write the authority to 
do it this way in the Housing Act itself? 

I am not proposing wild estimates. They ought to be conservative, 
By putting limits in the future years you can force careful selection 
of good projects, and force the squeezing of extravagance out of the 
good ones, too. 

I am no fiscal expert, but if the experts tell you that something 
that makes sense can’t be done—as they did to Beardsley Ruml and 
the pay-as-you-go plan income tax—then all I can say is there is 
something wrong with the experts. 

I might say that the bearing of this on the immediate controversy 
is that the gap between the presentation yesterday, for instance, by 
my friend Mayor Celebrezze and the presentation by Commissioner 
Steiner for the Administration is not nearly as big if you do what 
I suggest. It looks big simply on the figures which they presented. 

I am sure that if the gap is closed, reasonable people could find a 
proper place between the two. 

Senator Ciark. Mr. Taft, let me interrupt you for a minute be- 
cause your point is so well taken. The staff has just handed me the 
figure of the actual appropriations to date since this program got 
underway in 1949. I want to read them into the record because I 
wish everybody who is interested in this subject would pay some 
attention to them. 

Here they are: July 15, 1952, $8 million. That was the first ap- 
propriation although the act was passed in 1949; June 31, 1953, $20 
million; July 24, 1954, $39 million; June 30, 1955, $50 million; June 
27, 1956, $40 million; 1957, zero; and 1958, August 28, $50 million. 

Anticipated for 1959, $104 million, or on this program which is 
so glibly described as a multibillion dollar handout for cities having 
a frightening effect on the annual budget, the total has actually been 
spent in 7 years of $207 million, or an average of less than $30 million 
a year. And the prospect for the coming fiscal year as the program 
begins to get underway is only $104 million. 

Thank you for yielding. I thought it was worthwhile putting those 
figures in at that point. 

Mr. Tarr. I have just received an estimate by a private foundation 
study on urban renewal which starts talking about 5 or 6 billion dol- 
lars to rebuild the cores of our cities. When they talk that way they 
are talking also about the slum areas which surround the cores of the 
city and I think it is perfectly clear that you couldn’t possibly by any 
stretch of the imagination move people fast enough so as to spen' 
that. amount of money in any such time as the gentleman was esti- 
mating. 

Senator CrarKx. Our testimony indicates it will take around 17 
years to spend the Federal $6 billion budgeted expenditure. Of 
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course the State and local share would have to be added to that, but 
that is if you take the highest figure which has been suggested to this 
committee, it would take 17 years to spend $6 billion. 

Mr. Tarr. I question whether they could spend it that fast. : 

My second point, I might say that I am especially conscious of this 
because I think Cincinnati, small as it is in relation to many other 
metropolitan areas, has the largest number of families that has to be 
moved, not more than New York perhaps, but certainly the other cities 
that are in our general category have no such numbers that have to 
be moved. : : 

My second point is that no reduction in the two-thirds formula 
should be begun until and as far as there is actual assumption of State 
responsibility, and transfer of taxing resources to make it feasible. 

Senator Crark. Do you think it likely that Ohio will make that 
contribution in the foreseeable future ? 

Mr. Tarr. No, sir. 

Otherwise, there is only one answer: The urban renewal of core 
cities will grind to a stop, and the heart of our living circulation for 
two-thirds of our people will slow down and stop also. I hear no pro- 
posals to reduce Federal participation in farm price supports. I have 
supported the administration policy and will continue to do so. But 
these affect 12 percent or less of our population, and the health of our 
core cities affects 65 percent and more. 

This is not in our legislatures, Ohio at least, I know, a question of 
rural versus urban. It is now a question of suburban versus urban, 
that is of a split in the two-thirds itself. Cincinnati puts up its 5 per- 
cent of expressway funds, which with us amounts now to nearly $30 
million, which is a lot of money for us, whether it is for you, sir, or 
not. And St. Bernard with the Proctor & Gamble plant in it, not 
only puts up nothing but makes the State move the route from where 
it was supposed to go. In the last legislature, a majority of our dele- 
gation came from the county outside the city of Cincinnati though 
we are 70 percent of the county. 

So in urban renewal we will get nothing from the State, in the 
opinion of every shrewd and knowing observer. The ratio should not 
be cut without assurance that that situation has changed. Not that it 
is going to change but that it has changed. 

As to public housing, I should say a word on that. I am for it and 
our city council has, without partisan division after our first fight 
in 1938, cooperated in providing it. 

We cannot clear our slums without some public housing. We need 
it for 25 percent to 35 percent of those displaced by urban renewal 
involving housing because there is much which is industrial now, and 
by interstate highways. It should be authorized to an extent ade- 
quate to parallel this relocation need, or rather to anticipate it. Again 
this should be on a realistic basis of actual allocation needs. 

Senator CiarK. Do you have any estimate, Mr. Taft, of how many 
additional public housing units would be needed by Cincinnati in the 
next 10 years or a shorter period if you care to, in order to take care 
just of the relocation needs of lower income families occasioned by 


urban renewal, Federal and State highway programs and other gov- 
ernmental action ? 
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Mr. Tarr. That is not an easy estimate to make in the first: place 
because we have the only limitation on income by dollars which is left 


out of the 49 States, and this limitation is very low. It is $2,700 to, I . 


think, $3,900, depending on the number of children, and it is wholly 
inadequate to do the job. The result is that an unusual proportion of 
our public housing tenants are relief clients. 

At the same time it is probable that in the present legislature this 
limitation will be either eliminated or substantially raised. If it is 
raised there will be much less turnover in existing public housing and 
we will therefore need more in order to take care of those who are 
dislocated by our current projects. 

Senator Cuanx. Is there available in Cincinnati private housing, 
either new or old, at prices which low-income families can afford who 
are being moved out of these areas? 

Mr. Tarr. May I first add a little to my answer on the prior ques- 
tion? We have a housing project now I suppose in the planning stage 
just north of our main urban renewal area which will add, I think, 
about 2,000 or 2,300 additional units, and another one which is further 
out in the planning stage that will add about seven or eight hundred 
more. This is probably enough for the next couple of years, I would 
say, and will certainly be for that period unless there is a substantial 
change by reason of this change in the income limit. 

Your question is whether we have housing to which people can move, 
My own feeling about it is that a rate of not over a thousand families 
a year the hand-me-down process, so-called, will operate. , 

Senator Crark. And the housing will be safe and sanitary? 

Mr. Tart. I think so. 

At the same time the hand-me-down process is creating the most 
undesirable kind of community friction, blockbusting and all the rest 
of that kind of thing that goes with it, and all of us are very reluctant 
to permit that to happen. 

Senator Crark. Because of the racial problem ? 

Mr. Tarr. Yes, sir; although I may say that a considerable number 
of those families, families that have to be moved on account of 
expressways, which is my last point that I will refer to in a minute, 
are white and we will probably develop some of the same kind of 
feeling about families from the southern mountains who have to be 
relocated that develops also about Negroes. I think I should point 
out and insist that this is a factor that has occurred in our history 
many times in the past, when German immigrants came first and 
Irish immigrants came afterward, and Russian immigrants and 
Poles and Greeks; in each case they have tended to live together, they 
have moved gradually as groups, they have created ghettos, and in 
each case there has developed this kind of community friction. 

The Negro is only the last of this kind of thing. It happens with 
Puerto Ricans in New York, it happens with Spanish-speaking people 
in the Southwest. 

Senator Criarx. I think it happened over a hundred years ago with 
groups which have been completely assimilated in America. 

Mr. Tarr. No question about it. 

My final point is that one of the serious causes of delay in urban 
renewal is interstate highways. We authorized our urban renewal 
sale to private contractors last August. The contract is not yet 
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signed because the west boundary of the urban renewal areas, there are 
two of them, is an interstate highway, in the process of being designed. 
Changes in access ramps’ have forced five changes for two contractors 
since last August. 

If we sign for the city before February 1, as we are trying to do, 
we may be subject to serious damage claims, and the contractors 
might even be unable to comply with urban renewal re uirements as 
to density of units per acre and as to percent coverage by buildings. 

To meet this situation some requirement of coordination between 
the Bureau of Public Roads and the Urban Renewal Administration 
in Washington, and down the line, is most necessary. 

Senator CiarK. I have suggested, I don’t know whether you would 
want to endorse it, you probably wouldn’t, that the best way we are 
going to be able to handle all these urban matters is by the Depart- 
ment of Urban Affairs. You don’t need to comment on that unless 
you want to. 

* Mr. Tarr. I would just as soon, I suppose I invited it by my last 
comment. 

Senator CLark. To some extent. 

Mr. Tarr. In the case of agriculture you have a set of programs 
that affect other departments, certainly foreign dealings of surpluses 
are of great. interest in the State Department, but in this case you 
have operating programs which are under other departments and 
which it seems to me almost have to be under other departments. 
There may be exceptions to that but in general I think that is true, so 
that you are dealing with a situation in which you would really be 
setting up a coordinator in the White House. I have been a coordi- 
nator, that was my principal function when I was in the Govern- 
ment for 5 years during the war, and this is not an easy life and 
there is always serious question as to how effectively you can get it 
done wnless you are right up next to the throne. 

If you are right up next to the throne this is a very bad ad- 
ministrative setup, very bad. In the State Department we had 
many assistants like that right up next to the Secretary of State and 
Mr. Stettinius, whose reorganization in 1944 is the basis of the present 
setup of the State Department, got rid of them. A few of them 
gradually came back. Somebody insists that you have got to have 
an assistant right in the stratosphere about fisheries, finally you have 
an assistant on fisheries who is right up where he can get the Secre- 
tary’s ear and that is not good administration. So that I am afraid 
that while there may be great value in having a representative of 
the urban interests, and probably it is necessary in some form, I am 
not at all sure that it is going to work too well. 

Senator CLark. I agree with you about a staff agency in the White 
House. That, of course, is irrelevant to what we are talking about 
today anyway and I probably should not have brought it in. 

Mr. Tarr. It is all right, sir, I am glad I had a chance to answer 
on the subject. 

Senator Crark. Senator Proxmire? 

Senator Proxmire. First I would like to congratulate him on the 
burden of his first point. I think that is excellent because it meets, 
perhaps, the principal objection, the budgetary objection. 

I would like to ask you in pursuing this a little further, as I under- 
stand it, you argue that whatever this Congress does in urban re- 
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newal will not affect the current budget or the 1960 budget sig. 
nificantly ¢ 
Mr. Tarr. I would say that is correct, yes. 


Senator Proxmire. Well, now, of course, it seems to me that a re- 


sponse to this might be that the Congres is responsible for an au- 
thorization that would extend over 6 or 10 years. 

Isn’t it true that it would be less expensive for this Congress to 
authorize such action than for a future Congress to authorize it? 
At least for this reason, if the blight area is attacked now, on the 
ounce of prevention is worth a pound of cure notion it might be less 
expensive to accomplish the job if it is done at once. 

Mr. Tarr. May I answer that? I think there is no question that 
that is correct, because appropriating later could not be cured by 
doing the job faster because the burden of my statement is that you 
‘an’t do it faster because you can’t move many people and faster, 
That is an absolute limitation, you just can’t move them. And if 
you can’t move them, if you don’t do it now and you do it later, you 
have simply put off the period of meeting the problem of blight and 
therefore you have made it worse. 

Senator Proxmire. Not only that, in the meantime the blighted 
areas become larger unless 

Mr. Tarr. That is what I mean, you have made it worse by not 
doing it now. 

Senator Proxmire. So it would be a more expensive problem to 
meet later. Which it would seem to me would mean that those who 
were interested in a responsible fiscal policy, keeping Federal ex- 
penditures as low as possible, to the extent they recognize it is a 
problem that must be met would favor meeting it now rather than 
putting it off. 

Mr. Tarr. I would think it is thoroughly sound finance, I can’t 
see it any other way. 

Senator Proxmire. There is one other aspect of this as it affects the 
budget and that is the argument that has been made by a number of 
people who have appeared here that a dollar of urban renewal money 
by the Federal Government means from, well, we have various estt- 
mates, the man this morning estimated from $3 to $7. Yesterday the 
mayors were estimating from $10 to $15 of private spending. The 
implications of this, of course, are if you get that much private income 
generally, obviously the return to the Treasury in taxes would more 
than compensate for the urban renewal dollar that is expended. Do 
you think this is a sound position or do you think the economic theory 
is a little weak ? 

Mr. Tarr. No, I think it is thoroughly sound. I can understand 
why there are variations in the estimates because I don’t doubt that 
each of those mayors was thinking of business people or business or- 
ganizations in his town who might possibly consider an office building 
or consider some other sort of investments in downtown or neighbor- 
ing real estate. Some of them have a lot of those people and some of 
them don’t. It just happens—to give you a sample in Cincinnati—that 
our two major Sees industries which have their headquarters 
downtown who might do this kind of a job, if each built an office 
building some place else, that is to say Procter & Gamble put it a 
little bit away from the place where we are working on urban renewal 
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and so did Kroger, those are two that happened to be samples, I 
wouldn’t be able to predict quite as large a proportion of parallel pri- 
yate investment as perhaps somebody in Pittsburgh could who may 
have more concerns that can do this kind of a job with their own 
business and their own headquarters. 

Senator Proxmire. I see. Thank you very much. Thank you, Mr. 
Chairman. 

Senator Crark. Mr. Taft, who appoints the housing authority in 
Cincinnati ¢ 

Mr. Tarr. The housing authority is appointed by the three branches 
of government, by the city, the school board, and the county. I don’t . 
rememnber which part of the county does it. 

It is a separate independent authority. However, urban renewal 
is being handled as a department of the city. 

Senator CLark. I am speaking now of public housing. 

Mr. Tarr. Yes. 

Senator CLark. In your experience what is the caliber of members 
of the housing authority, are they relatively high level people or have 
you had some bad experiences ? 

Mr. Tarr. No, I would say they are pretty good. They are repre- 
sentative and that is what we have usually had in our public officials 
in Cincinnati. 

Senator CiarK. Do they serve without pay ? 

Mr. Tarr. I mean they are not a slik-stocking group at all, but the 
metropolitan housing authority, I think, over the years has been a 
good cross section of good, over the average able people. 

Senator CiarK. Do they serve without pay ? 

Mr. Tarr. Yes. 

Senator CLark. Do you think they could be trusted with the prepa- 
ration of their own budget ? 

Mr. Tarr. You mean on the public housing operation ? 

Senator Crarx. Yes. I want you to understand what I have in 
mind, 

Mr. Tarr. Yes. 

Senator Crarx. The bills introduced by Senator Sparkman and 
by me contain provisions which passed the Senate last year which 
would decentralize a great deal of authority from the Public Hous- 
ing Authority in Washington and transfer it to the local housing 
authorities subject to postaudit by the Controller General’s Office 
and by local audit as might be required. Those provisions have been 
severally attacked by the Public Housing Aaibomty here in Wash- 
ington on the ground that generally speaking public housing au- 
thorities are irresponsible. Not in the sense that they are dishonest 
people, but that they are not responsible to any public body and that 
we have to have a very close hand from Washington in connection 
with the preparation of their budget, the establishment of appropri- 
ate rental schedules, and with other matters. This committee has 
heard wide protest from local housing and redevelopment authorities 
that the program is being strangled by bureaucratic control from 
Washington. I am anxious to get testimony from somebody like 
yourself who would be pretty objective in his observation of that 
sort of thing. 
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Mr. Tarr. I can only comment on our experience in Cincinnati 
because I really don’t know any of the rest of them. I would say 
that our metropolitan housing authority is thoroughly competent to 
set up its own budget and run its own affairs. 


At least two of the three bodies involved I think would always 


pick good people, and have in the past, and the authority itself has 
picked an excellent director in every case so that as to our experience 
I would say that certainly is all right. 

I think when you come to the urban renewal operation, how- 
ever 

Senator Ciark. That is not involved in this. 

Mr. Tarr. No, I understand, but the one matter that perhaps I 
should have commented on is that one source of delays and regula- 
tions of doubtful validity is the Controller General looking over the 
shoulder of the Urban Renewal Administration until he scares the 
life out of them. 

Senator CrarK. This, of course, is preaudit as well as postaudit. 

Mr. Tarr. Yes it is, and I think some of his interpretations of the 
housing bill are a little bit doubtful. 

Senator Crark. We have had evidence that there has been a neces- 
sity for Washington approval of where you put a Coca-Cola machine, 
whether you should buy one kind of a mop and bucket and another, 
things of that sort. Whether an authority should be required to 

lant seven trees on one side of the street or three trees on the other. 

et the authorities here seem to think it is necessary to continue that 
system in the interest of what they call efficiency and economy. I 
suppose I am not making a very objective presentation of their side 
of the case. 

Mr. Tarr. Well, this hasn’t happened in Cincinnati yet. 

Senator Crark. Senator Muskie, any questions ? 

Senator Muskie. No, thank you. 

Senator Crark. Thank you very much, Mr. Taft; it has been a 
pleasure to have you here. 

The next witnesses are a group from the Veterans’ Administration 
headed by Mr. W. J. Driver. Mr. Driver, I will ask you to bring 
your panel with you and place them around the table. 

Mr. Driver. Thank you, Mr. Chairman. 

Senator Ciarx. I know Senator Sparkman is very sorry he can’t be 
here, but perhaps he will arrive before you get through. 

Mr. Driver. If I may before I proceed, I would like to introduce 
the other gentlemen who are with me. 

I will start with our Office of General Counsel, we have the Associate 
General Counsel for Legislative Services, Mr. Timothy Daley an asso- 
ciate of his, a director of service in his office, Mr. Ray Bland. From 
the Department of Veterans’ Benefits I have with me also the Director 
of the Loan Guarantee Service, Mr. Philip Brownstein, and two 
assistants of his Mr. John Dervan and Mr. Philip Maloney. 

Senator Crark. Excuse me, Senator Proxmire is going to proceed 
for the next few minutes. I have an important engagement to keep 
and I will try and get right back. 

Senator Proxmire (presiding). Go right ahead. 
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STATEMENT OF WILLIAM J. DRIVER, ACTING CHIEF BENEFITS 
DIRECTOR; ACCOMPANIED BY TIMOTHY DALEY, DIRECTOR 
OF SERVICE, RAY BLAND, PHILIP BROWNSTEIN, DIRECTOR 
OF LOAN GUARANTEE SERVICE, JOHN DERVAN AND PHILIP 
MALONEY, ASSISTANTS, VETERANS’ ADMINISTRATION 


Mr. Driver. We have a prepared statement which I will read for 
the record, sir, if I may, and those of us who are here will try to 
answer any questions which the committee may have. 

As a background to the bills under consideration by your committee, 
I should like, if I may, to give you a capsule summary of the accom- 
plishments of the loan guarantee and direct loan programs to date 
and a résumé of recent developments. 

From the beginning of the loan guarantee program through 
December 1958, the Veterans’ Administration has guaranteed or in- 
sured over 514 million loans, amounting to $4514 billion, to veterans 
of World War IT and the Korean conflict. This guarantee program 
has assisted veterans to purchase or construct 5,216,000 homes with 
underwritten loans amounting to nearly $4414 billion. 

Loans totaling nearly $282 million have been guaranteed for over 
71,000 veterans for farming operations, and nearly 233,000 loans, 
amounting to close to $647 million, have been guaranteed to assist 
veterans in business enterprises. To date, about 25 percent of the 
home loans, 73 percent of the farm loans, and nearly 88 percent of 
the business loans have been repaid in full. 

From the beginning of the direct home loan program in mid-—1950 
through December 1958, we have made 126,850 direct loans amounting 
to nearly $956 million to veterans in rural areas and in small cities 
and towns where private mortgage funds for guaranteed home loans 
have not been generally available. 

To date nearly 6 percent of the direct loans have been repaid in 
full, 6 percent have been sold to private investors, and it has been 
necessary to foreclose on only a little over one-half of 1 percent of 
the direct loans made. 

So much for the overall performance of these programs. 

As most of you will recall, the home loan guarantee program 
started to decline in the latter part of 1956 and had reached a record 
low level by the end of 1957. For example, the number of appraisal 
requests—which are the most sensitive indicator of loan guarantee 
activity—had dropped from a monthly average of more than 84,000 
in 1955 to only 5,000 in December 1957. 

However, the enactment of the 1958 emergency housing legislation, 
Public Law 85-364, approved April 1, 1958, gave this program a much 
needed shot in the arm. 

This act permitted an increase in the GI interest rate from 414 
to 434 percent, removed the mandatory control of discounts on GI 
loans in the secondary market, and gave authority to the Federal 
National Mortgage Association to purchase VA-guaranteed or FHA- 
insured mortgages of up to $13,500 under its special assistance pro- 
gram. These, together with the removal by VA of the regulatory 
2-percent minimum downpayment requirement, combined to stimulate 
activity in GI loans. 
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By July of 1958, appraisal requests had increased to 43,100, of 
which 28,500 were on proposed homes and 14,600 were on existin 
houses. New dwelling units started under VA inspection, which 


had averaged about 33,000 per month in 1955 and accounted for 


nearly 30 percent of all nonfarm private dwelling units started jp 
the United States during that year, dwindled to a low month] 
average of 3,300 during the 3 months preceding the enactment of the 
1958 emergency housing legislation, and accounted for less than 5 
percent of the U.S. total starts during this quarter. However, during 
the third quarter of 1958 units started with VA-inspection had risen 
toa monthly average of 12,700 and accounted for about 1114 percent of 
the U.S. total starts. 

By mid-September of 1958, the $1 billion FNMA special assistance 
fund for purchasing FHA and VA mortgages had all been committed. 

At about this time also there was a reversal in the trend of avail- 
ability of mortgage funds which caused the GI loan to be even less 
attractive to investors. This resulted from the increased yield obtain- 
able on other mortgages and other competitive types of capital 
investment. 

Consequently, the supply of mortgage money for GI loans has 
continued to tighten and has resulted in a marked decline of GI home 
activity in recent months. Appraisal requests which, as I said before, 
had reached a peak of 43,100 in July receded to 21,100 in December 
and dwelling units started with VA inspection dropped from a 1958 
monthly high of 14,700 in October to only a little over 9,000 in Decem- 
ber. These decreases are considerably in excess of the usual seasonal 
pattern. 

All indications point to a further decline in GI home loan activ- 
ity in coming months unless something is done to bring the GI loan 
into a more favorable position with competitive types of capital 
investments. 

Before leaving the loan guarantee program, you may be interested 
to know that the proportion of guaranteed home loans being made 
to veterans of the Korean conflict has been increasing steadily. 

For example, during the calendar year 1953 only 11 percent of the 
VA-guaranteed home loans were being made to Korean veterans but 
by the end of 1958 the proportion had risen to nearly 50 percent of 
the total. 

Now, I should like to talk about recent developments in the direct 
loan program. As you will recall, no Treasury advances were author- 
ized for the direct loan program during the first three quarters of 
fiscal year 1958. 

Senator Proxmire. May I ask at this point, Mr. Driver, whether 
this means that the World War II program seems to be coming to 
an end and we ought to begin to phase it out ? 

Mr. Driver. I think certainly that the figures indicate that the par- 
ticipation by the World War II veterans is declining sharply and the 
Korean is coming into his own in the program. I think the World 
War II program will phase itself out as matters now stand. 

Senator Proxmire. It is phasing itself out ? 

Mr. Driver. Yes, sir; that has a delimiting date 2 years from now 
and the program will continue beyond that point. 
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Senator Proxmire. It would seem that the graduates, so to speak, 
of World War II are passing from the family formation into home 
buying ages rather rapidly. 

Mr. Driver. I think that is true, if you would permit me, I would 
like Mr. Brownstein to comment on that point, too, Senator. 

Mr. Brownste1n. What you say is true with respect to the forma- 
tion of the family for the World War II veteran, however, we find 
that there still is a healthy demand for homes by World War It 
veterans, those whose families are increasing, those whose income level 
has been on the incline, and therefore, they are in a position where 
they need and are able to pay for better homes. 

Senator Proxmire. Do you have any figures at all on the potential 
demand in the World War IT class? 

Mr. Brownstern. The only thing we can give you on that, Senator 
Proxmire, is this, there are still nearly 10 million World War If 
veterans who have not made use of their entitlement. 

Senator Proxmire. How many is that again ? 

Mr. Brownsvrein. A little short of 10 million. 

Senator Proxmire. Out of how many ? 

Mr. Brownstrern. Well 

Senator Proxmire. Sixteen ? 

Mr. Brownstern. Those who have used their entitlement represent 
about 32 percent of the eligible World War II veterans. 

Now, this compares with the overall home ownership which is about 
i percent. We know that veterans are at about the norm in this 
respect. ELlowever, Americans are a transient group, too, they move 
around considerably, and many of the veterans who have acquired 
homes with conventional or FHA financing are moving to other areas 
and are then getting into the market for GI loans. 

I think that of the remaining 10 million, assuming a favorable 
climate for mortgages, there would still be a very substantial demand 
from World War II veterans, a lot of that attributable to these factors 
that I have mentioned. 

Senator Proxmrre. All right. I don’t know if this is the point to 
ask this question, but I see you are going to something different so I 
will ask at this point: 

I assume that in your judgment the demand is very clear and sharp, 
that an increase in interest rates affects the demand on the part of 
the veteran relatively slightly and that the prospect of pricing him 
out of the market by higher interest rates is not a major consideration, 
that on the other hand the effect of the discrepancy of the permis- 
sible maximum interest rate and the market demand for GI mortgages 
is a very important factor and is the critical influence ? 

Mr. Brownstern. I believe that. When you increase rates natur- 
ally you are pricing some out of the market because this increases 
the monthly payment. However, the important consideration, it 
seems to us, is whether the veteran is able to make use of this entitle- 
ment. 

When he is unable to get GI loan financing and let me say that it 
always has been the most liberal financing that ever has been made 
available to the American citizenry, then he has to seek other chan- 
nels, either FHA or conventional. Even though the FHA and VA 
rates were on a parity there was still a half percent difference be- 
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tween what the FHA mortgagor paid and what the VA mortgagor 
paid because of the FHA insurance premium. 
There was at least this and ranking upward to 1 or perhaps 15 


percent between the VA rates and the conventional mortgage rates, 


if he can’t get GI financing, he has to seek one of these other types 
of financing which is more costly to him and while, of course, he is 
desirous of. obtaining his financing on the most advantageous basis 
possible still it is important to him that he be able to get a loan, and 
this ‘many times is the principal consideration. ’ 

Senator Proxmire. There is a third alternative to VA financing or 
conventional and FHA and that is that he does not build at all. That 
is the thing that has concerned me for some time, but in your judgment 
based on what you have seen and your experience it would seem that 
that isn’t as nearly as significant, that the liberal terms are such that 
an increase in the interest rate would not inhibit purchase. 

Mr. BrownstEtn. No, sir; it would not inhibit the purchase. 

Senator Proxmme. All right. 

Mr. Driver. As a result, funds available for making loans were 
practically exhausted by the end of March 1958 and there were more 
than 13,000 veterans’ names on waiting lists throughout the country. 

Public Law 85-364 permitted a Treasury advance of up to $50 mil- 
tion during the fourth quarter of fiscal year 1958 and authorized $150 
million in Treasury advances during each of fiscal years 1959 and 1960. 

However, not more than $50 million may be so advanced in any 
quarter year. The funds which became available for the fourth quar- 
ter of fiscal year 1958 were allocated to our regional offices on a pro 
rata basis of their needs to provide loans to veterans on their March 
1958 waiting lists. By the end of June 1958, loans made and in proc- 
ess had exhausted funds available and the waiting list had grown to 
nearly 35,000. 

The maximum permissible Treasury advances have been obtained 
for the first three quarters of fiscal year 1959. These funds, together 
with the proceeds of sales and principal repayments on loans previ- 
ously made, have been allocated to our regional offices on a pro rata 
basis of veteran population in designated housing credit shortage 
areas. 

At the end of December 1958, loans made and in process were sufli- 
cient to absorb funds available as of that date and there were more 
than 45,000 on waiting lists. 

The funds which have been allotted to regional offices-for making 
direct loans during the third quarter of fiscal year 1959 and the esti- 
mated principal repayments during the balance of this fiscal year—no 
Treasury advances being available for the fourth quarter—will be 
enough to make about 7,000 loans. Funds which will become avail- 
able during fiscal year 1960 will be enough to make about 20,000 loans, 
based on an average loan of $10,000. 

There is one recent development in the direct loan program which I 
should like to discuss briefly. 

Senator Proxmme. How do you establish your waiting list? I 
erent you don’t even take applications when money is not avail- 
able. 

Mr. Driver. The principle, of course, is that we take them on a first- 
come first-served basis and keep them on the list constantly pruning it, 
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of course, until the money is available and then make the loan. A 
good many drop away before we get to the point where they are 

reached on the list, a good many have changed their minds, used other 
means of financing, so that they don’t all come to the top of the list 
and take the loan. . 

Senator Proxmire. Do you discourage people in any way, do you 
make it evident if they want to get a prompt loan they will get 

tter 
"a Driver. Yes, we do. Where we have long waiting lists we sug- 
gest to the veteran that he a want to try VHMCP. 

Senator Proxmire. What I am getting at, I want to know how 
much we can rely on this waiting list, this 35,000, it is part of the 
potential. ; 

Mr. Driver. I don’t think there is any question about it, there is 

robably a greater potential in the country. We will come to waiting 
lists eventually. Ifa veteran is informed there is a long waiting list, 
and we make no secret of our waiting lists in any of our regional 
offices, I think it is our duty to inform a veteran. If he knows that 
and can get assistance through conventional financing or FHA or 
what have you, I think he will take advantage of it. 

Senator Proxmire. So the existence of the waiting list would dis- 
courage the veteran ¢ 

Mr. Driver. If he could get some other financing. 

Mr. Brownstern. When he asks-us about the possibility of getting 
a loan we tell him his relative standing on that waiting list. He knows 
what his number is, and we suggest to him the possibility that he 
might like to apply to VHMCP if his needs are immediate and he has 
a deal that is pending where he requires immediate financing. 

The reason why we do not take applications immediately is because 
in many areas there may be a wait of as long as a year before we reach 
a veteran who is on the waiting list. By that time the information 
that he has-given us regarding his obligations and income may very 
well be stale, so it would be useless to us, and we would have to have 
him file another application. For this reason we don’t send him an 
application to file with us until we know that he is relatively near the 
top and that we have a good chance of reaching him. 

Mr. Driver. An important objeetive of the 1958 emergency hous- 
ing legislation was to stimulate the economy through the construc- 
tion of new homes in housing credit shortage areas. 

Among other features, it included an amendment to the direct. loan 
law authorizing the Veterans’ Administration—for the first time—to 
issue a commitment to a builder that direct loan funds would be re- 
served to make loans to veterans to purchase homes to be constructed 
by the builder in direct loan areas. 

The builder is charged a fee of 2 percent of the amount of the funds 
reserved. If the builder is unable to sell the units to eligible veterans 
within his reservation period, the fund reservation is canceled but the 
2-percent fee he has paid will not be refunded. 

The history of this legislation has indicated that there were two 
principal objectives in providing the Veterans’ Administration with 
this new authority. One was to stimulate new residential construc- 
tion thus creating employment for construction workers and in- 
dividuals in related industries. 
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The second was to encourage the construction of new homes jn 
rural areas and small towns where there had been little or no new 
houses built for many years and most veterans in those areas had been 


required to accept existing homes which often were obsolete or of- 


substandard quality. 

To implement these objectives of the Congress, the Veterans’ Ad- 
ministration initially allocates 75 percent of the direct loan fund 
allotments each quarter to the construction of new housing under the 
fund reservation authority. 

This allocation prevails for the first 2 months of each quarter. At 
the end of this period, the regional office manager has the authority 
to. release any portion of the funds so allocated which are not needed 
for this purpose. The funds so released may then be used to process 
loans for veterans on the waiting lists. Where there is little or no 
activity in new construction, the 2 months’ reservation period may be 
modified at the end of the first month of the quarter. On January 26, 
1959, this 75 percent allocation was reduced to 50 percent. 

Senator Proxmire. May I ask why that was? 

Mr. Driver. We have, over the past since this law has been in effect 
and we have authority to do this, we have at the end of the second 
month made many adjustments. The managers in the regional offices 
are authorized to transfer from one to the other.. In addition to that 
many of them had asked and been given permission from here to do 
so at the end of the first month. Because we are reaching the point 
where we will run out of funds, we decided to do it at the end of the 
first month, get a report in March and see what our experience is and 
see whether we should continue the practice. 

Senator Proxmire. You will ‘have a report on it in March? 

Mr. Driver. Yes, sir. During the first half of 1959, our regional 
offices had made 570 fund reservation commitments. These commit- 
ments: covered the construction of more than 2,600 new houses for 
veterans in direct loan areas involving $32 million of veterans’ loans. 
As of the end of December 1958 we had approved nearly 600 applica- 
tions for loans amounting to about $8 million to individual veterans 
pursuant to these fund reservations, and commitments amounting to 
$24 million were outstanding. 

One effect of the diminished supply of private funds for GI loans 
in recent months has been a mounting pressure to open up new areas 
or direct loans. 

At the present time 2,466, or 80 percent of the 3,075 counties in the 
United States have been designated as wholly eligible for direct loans; 
parts of 271 additional counties have been designated as housing credit 
shortage areas; and the remaining 338 counties are wholly ineligible 
for direct loans. About 67 percent of the eligible World War II and 
Korean veterans live in the nondesignated areas and the remaining 
33 percent live in the eligible direct loan areas. 

On a cumulative basis, nearly 35 percent of the veterans in the 
wholly excluded counties have obtained VA-guaranteed loans from 
private lending sources as compared with only 11 percent of the vet- 
erans in the wholly designated counties. 

Senator Proxmire. May I ask why that is, is that a matter of popu- 
lation or do I fail to understand it 

Mr. Driver. I think it is a question of availability of funds in the 
urban areas being much more favorable than it is in the rural areas. 
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Senator Proxmire. When you are saying 80 percent, you are say- 
ing 80 percent of the counties and these are predominantly rural coun- 
ties and in the urban counties the funds just aren’t available? 

Mr. Driver. In the rural counties. 

Senator Proxmire. I mean in the urban counties. 

Mr. Driver. The funds have been available to a much greater extent. 

Senator Proxmire. They have been available in the past. 

Mr. Driver. Yes, sir. 

Senator Proxmire. The situation now 

Mr. Driver. The situation now is that in the VA, the GI rate being 
not competitive, that we are finding a very sharp dropoff, but this is 
asummary to date giving the picture. 

In other words, this has been overfavorable as well as the current 
unfavorable period. 

Senator Proxmire. I see. 

Mr. Driver. Insofar as the proposals in S. 57 which relate to the 
programs administered by the Veterans’ Administration are con- 
cerned, we submit the following observations : 

Section 704a of S. 57 broadens the category of lenders who may 
originate automatically guaranteed loans without having to submit 
them to the VA for prior approval. Under existing law, only those 
lenders which are State lending agencies or which are subject to exam- 
ination and supervision by an agency of the United States or of any 
State or Territory, including the District of Columbia, can close loans 
without the prior approval of the VA and be entitled to guarantee. 

The proposed amendment would add to the foregoing any mortgagee 
designated and approved by the Federal Housing Commissioner as 
a certified agent, provided such lender is also acceptable to the Admin- 
istrator. 

That category of lenders would consist primarily of mortgage com- 
panies. Such extension of our automatic guarantee procedure should 
reduce the processing burden of our field offices by eliminating many 
requests for prior approval of GI loans made by accepted mortgage 
companies. On the other hand, the extension of the automatic guar- 
antee to a class of lenders which operates free of examination and 
supervision by the Federal or State Government would require the 
VA to make a more careful postaudit of the automatic loans processed, 
to determine adherence to legal requirements. However, the VA has 
no objection to this proposal. 

Section 704(b) (1) of the bill would afford the Administrator of 
Veterans’ Affairs the additional authority to refuse to appraise any 
dwelling or housing project owned, sponsored, or to be constructed by 
any person refused the benefits of participation under the National 
Housing Act pursuant to a determination by the Federal Housing 
Commissioner under section 512 of that act. This additional authority 
is considered to be desirable. 

Presently, the Administrator cannot refuse appraisal services to any 
party on the sole basis that the FHA has taken action against it. Con- 
versely, should we take such action under our present authority, the 
FHA can take similar action solely on the basis of what we have done. 

We deem it advisable for the VA and the FHA to be able to bar a 
builder, owner, or sponsor from both Government programs if his 
shortcomings or failures in either case are sufficient for one agency to 
impose sanctions. 
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Section 704(b) (2) of the bill proposes that the Administrator be 
authorized to refuse, either temporarily or permanently, to guarantee 
or insure any loans made by a lender or holder refused the benefits of 


participation under the National Housing Act pursuant to a deter- . 


mination of the Federal Housing Commissioner under section 512 of 
that act. 

The circumstances relating to lenders are the same as those relating 
to builders which were discussed in the preceding paragraph. 

The provisions relative to suspension from the VA loan guarantee 
program of persons barred from participating in the FHA program 
were heretofore recommended for enactment by the Administrator of 
the Veterans’ Administration. Such authority would promote in- 
creased cooperation between the two agencies and serve as an addi- 
tional deterrent to improper practices. The VA favors the proposals 
in section 704(b) (1) and (2). 

Section 704(c) would provide an additional $300 million for direct 
loans to veterans in housing credit shortage areas. As I previously 
stated, we have more than 45,000 veterans on the waiting list for such 
loans. 

The funds available for the remainder of fiscal year 1959 will be 
enough to make about 7,000 loans. 

The $300 million proposed in this bill would liquidate our present 
waiting list, but a new one would probaby begin buiding up in- 
mediately under present money market conditions and prevailing in- 
terest rate limitations. 

Senator Proxmire. May I say that the 45,000 veterans on the wait- 
ing list is a moderate amount because of the nature of the waiti 
list and because of discouragees, because they find many shape 
them. 

Mr. Driver. Because of the discussion we had earlier. We think 
we would build up another list right away whether you appropriated 
this or not. 

The volume of loan applications in housing credit shortage areas 
indicates that adequate relief of the shortage of housing credit for 
veterans will come only when private capital can be attracted for 
these loans in rural areas and small cities and towns through active 
participation of large investors in the GI loan program and in the 
Voluntary Home Mortgage Credit Program. 

The April 1, 1958, emergency housing legislation authorized a max- 
imum rate of 434 percent for GI loans with the added limitation 
that the GI loan rate be one-half of 1 percent lower than the FHA 
rate. 

Under such arrangement the GI loan starts out on the market with 
a built-in discount when compared with FHA loans. If the FHA 
rate is acceptable to the market, the GI loan must carry a 3- or 4- 
point discount in order to return to the lender a comparable yield. 
In retrospect, it is clear that the interest rate incredse from 414 per- 
cent to 434 percent as authorized by the April 1 legislation did much 
to promote the short-lived resurgence of guaranteed loan activity. 

It is equally clear, however, that the increased activity was also 
due in large measure to the special assistance provided by program 10 
of Fannie Mae. The failure of large institutional investors to reenter 
the GI loan market as they had in previous peak periods of the pro- 
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ram’s activity is indicative of the fact that this important segment 
of the industry did not consider that: the April 1, 1958, interest» in- 
crease made the GI loan fully competitive with similar capital in- 
vestments. 

Senator Proxmire. I would like to ask you at this point as an ex- 
pert on the VA mortgages something that has concerned me for some 
time. It is obvious in the study of the impact of the manipulation of 
interest rates by the Federal Reserve that the major effect in retard- 
ing activity, business activity, buying, various factors that would © 
drive prices up has been in housing. When the Federal Reserve in- 
creased interest rates in 1955 and through 1955, 1956, 1957, it was 
very obvious that housing was very sensitive and the number of hous- 
ing starts dropped very sharply, extremely responsive, particularly 
true of VA as well as FHA. However, the business sector of the 
economy was anything but sensitive to it. They increased their ex- 
penditures for plant and equipment. 

Now, we are all interested in retarding inflation and in the event 
we should make the VA interest rate as responsive as you gentlemen 
perhaps are recommending and in view of your previous statement 
that there are plenty of applications and have been, wouldn’t we find 
that the housing sector would be far less sensitive to manipulations 
by the Federal Reserve Board aimed ‘at discouraging business.activity 
that would contribute to inflation ? 

Mr. Driver. I would like Mr. Brownstein to talk to that, sir. 

Senator Proxmire. All right. 

Mr. Brownstern. I believe you are entirely correct, sir, that the 
other segments, the other capital demands are less sensitive to the 
fluctuations in the availability of funds, the principal reason being 
that they are able to pay the going price for the funds which are 
available. 

On the other hand, in the FHA and VA fields where there has been 
a fixed interest rate these mortgages at times have been maintained 
below competitive levels. You will find, I believe Senator, that in 
the conventional mortgage field where rates can be made competitive 
that the private housing starts have remained fairly constant ever 
since about 1950 and it has been starts in the FHA and VA sectors 
ja market that have caused these peaks ranging from nearly 1,400,- 
000 units. 

Senator Proxmire. That is exactly my point which is that if legis- 
lation were passed that made VA and FHA competitive, then pre- 
sumably housing starts would be fairly steady throughout this period 
when in the past they have tended to drop, and the pressure on prices 
would be great and continuous and increasing perhaps during the 
period when the Federal Reserve Board is trying their. best to use 
the one instrument the Nation has to retard inflation, that is monetary 
policy, increasing interest rates. 

Mr. Brownstein. Well, let me say that the VA and FHA rates 
being fixed at submarket levels naturally place them in an inferior 
position when competing in the capital market. 

Senator Proxmire. I understand that, so let’s assume that since 
1950 you had a free rate for VA and FHA, how would you have done 
in competition with business expenditure on plant and equipment with 
demands for capital from that source in your judgment? 

25482—59—— 40 
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Mr. Brownstein. Well, speaking solely to the VA part of your 
question, I think it is clear that we would not have had these peaks 
and valleys that we have had throughout the entire program. 

Senator Proxmire. In other words, you would have done all right, 
you would have done pretty well, you would have gotten the bind of 
steady home building which the other sectors have received ? 

Many arguments for it, it is far more efficient, it certainly responds 
to what our veterans want and need. There is on the contrary the 
argument if there is any weapon the Federal Government has against 
inflation, it seems to be this monetary policy, at least the weapon 
they are willing to use. 

Mr. Brownsrein. I think it is entirely clear, Senator, that we 
would not have gone from a level of $7 billion in GI loan activity in 
1955 to about half that in 1957. 

Senator Proxmire. Very good. Thank you. 

Mr. Driver. I am drawing to the end of the statement, Senator, 

Many institutional investors refuse to acquire mortgages involving 
substantial discounts and instead channel their investment funds into 
other investment media where they are able to obtain an acceptable 
yield. Since VA does not recognize discounts in computing the 
builder’s costs and relating them to the value of the property, a point 
is soon reached where builders can no longer afford to build under the 
veterans’ loan program. 

Since the guaranteed loan program is a $7 billion loan program in 
banner years and over a $3 billion program in relatively tight money 
years, we do not believe it is feasible, from a fiscal viewpoint, to at- 
tempt to meet the increased demand for loans to veterans through 
expansion of the direct lending program. 

In his budget message, the President urged that the Veterans’ Ad- 
ministration be authorized to establish interest rates on GI loans at 
levels not exceeding those established by the Federal Housing Ad- 
ministration for loans insured under its residential housing loan 
program. 

The Veterans’ Administration has recommended to the Congress 
that legislation so providing be enacted. Accordingly, we are un- 
able to concur in the proposal in S. 57 for increased direct loan fi- 
nancing, when, as we ee noted, authority to establish the interest 
rate at an effective level could be effectively employed to revitalize 
the guaranteed loan program through private enterprise participa- 
tion and correspondingly decrease the demand for direct Government 
lending to veteran home buyers. 

As a purely technical comment, we note that the amendments in 
section 704 of S. 57 are to the Servicemen’s Readjustment Act of 
1944, asamended. During the last Congress, Public Law 85-857 was 
enacted. This act codified in title 38 United States Code the laws 
relating to veterans which are administered by the Veterans’ Admin- 
istration. 

The provisions of the Servicemen’s Readjustment Act were re- 
stated in chapter 37 of that title. Consequently, the subject mat- 
ter of section 704 of the bill should be recast as amendments to the 
applicable provisions of title 38. 

Senator Proxmire. Did you mean to say that if you raised the 


interest rate there would be no need for direct money ? 
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Mr. Driver. No, sir. 

Senator Proxmire. Wouldn’t there be some need in some of the 
rural counties ¢ 

Mr. Driver. We have continuing authority to spend $150 million 
through 1960, the expiration of World War II entitlement and what 
we are Saying here is that we feel that the primary place to apply 
the improvement is in permitting the loan at least to compete evenly 
with the FHA rate and that then you would have a more valid 
indicator of the need for direct loans. 

Senator Proxmire. Do you think that $150 million would be 
adequate ? 

Mr. Driver. I think as matters stand it would be difficult to appro- 

riate an adequate amount; as soon as it was appropriated it would 
and up. 

Senator Proxmire. So it would not solve the problem completely ? 

Mr. Driver. No, sir, but we don’t believe that the problem is placed 
in true perspective as long as the interest rate is not competitive. 

Senator Proxmire. Senator Muskie? 

Senator Musxiz. Do you have figures on the direct loan picture in 
the State of Maine? 

Mr. Driver. Yes. 

Mr. Brownstetn. We will be very happy to send them to you, Sen- 
ator, I don’t have them with me. 

We can give you the number that have been made, the number that 
are on the waiting list and the amount of money that they have if that 
would be helpful to you. 

Senator Musk. Yes, it would. 

Referring back to this 10 million World War II veterans who have 
not taken advantage of their entitlement, just one more question to 
fill out the picture: Do you have any idea how many of those have 
resorted to conventional loans or to FHA loans? 

Mr. Brownstern. There was a census study which indicated that 
about 60 percent of the veterans 
Senator Proxmire. What was the year of that census study, was it 
1950 ? 

Mr. Brownstetn. No, this is a recent one, I believe that it is based 
on data gathered in 1956. It is quite recent. 

This showed that about 60 percent of the veterans of World War 
II owned their own homes. Now, 32 percent of the World War II 
veterans have made use of their GI loan entitlement, the balance, of 
course, used either FHA, conventional or a relatively minor percent- 
age of them paid cash. 

Senator Muskie. Relatively minor would be accurate. 

Now, this 28 percent that have resorted to conventional or FHA 
loans, it is your estimate that they were driven to that type of financ- 
ing because of the unavailability of mortgage money under these 
programs ? 

- Or because they chose the matter freely ? 

Mr. Brownstern. It would be difficult to say, but I would hazard 
the guess that there is virtually no question but what many of them 
had to resort to other types of financing over the years because they 
could not get GI loans. We have had other periods during the history 
of the GI loan program when funds were not generally available to 
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veterans for loans. In many areas a veteran who wanted to buy an 
existing house could not get financing. 

It may have been arranged by a builder on a project, but the vet- 
eran who wanted to buy a used house might not have been able to have 
bought that house with a GI loan because he could not get a lender, 
We have had many periods of tight money supply during the 141, 
years that this program has been in effect. 5 

Senator Muskie. You say this figure of this census shows 60 per- 
cent homeownership. How does this compare with the population 
as a whole? 

Mr. Brownstein. It is fairly comparable with the population as a 
whole. 

Senator Muskie. Then you state a conclusion under Senator Prox- 
mire’s questioning that you expected that there was a large resernoir 
of veterans of this 10 million who might still apply for guaranteed 
loans. Now, if the proportion of homeownership is about the same, 
how do you reach this conclusion ? 

Mr. Brownstern. For three principal reasons: first, there are many 
of them who are outgrowing their present homes; secondly, there are 
a good many of them who are able to afford better homes, and given 
the chance of getting favorable financing, they would acquire those 
better homes; thirdly, a lot of them are moving from place to place, 
and when they move. they need another home. 

Let me say that I am convinced our volume would have been at least 
double what it is now if, during 1958, a veteran had been able to get a 
loan from a private lender in practically any area without too much 
difficulty. I say that for this reason—about two-thirds of our re- 
quests for appraisal, which is our barometer for gaging future activ- 
ity, about two-thirds of those related to proposed construction. On 
the other hand, about two-thirds of FHA’s applications for commit- 
ment related to existing construction. This'to me means that:we also 
were getting many fewer applications on old houses because financing 
was not available for those. 

Senator Muskie. What was the peak year of activity under the 
guarantee program ? 

Mr. Brownstern. 1955. 

Senator Muskie. 1955. The dropoff after that because of lack of 
demand or because of lack of available capital ? 

Mr. Brownsretn. Principally lack of funds. 

Senator Musxir. So we don’t. have an accurate picture, actually, of 
the demand curve over these things. 

Mr. Brownstein. No, sir; there is not a good barometer on that 
because our program always has been extremely sensitive to the avail- 
ability of mortgage capital. When money was in pretty good supply, 
we have a lot of GI loan activity. When it becomes tight, we start 
feeling it first. : 

Senator Muskie. Do I gather that there is no real answer to this 
guarantee program except to make the interest rate absolutely com- 
petitive with FHA or conventional mortgage requirements ? f 

Mr. BrownsteIn. This seems to us fore the most practical solution 
to the problem. 

Senator Muskie. Then the only advantage to the GI would be the 
longer term or the—— 
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Mr. Brownste1n. He would have a half point pexentage over the 
FHA mortgagor, also, of course, the more liberal terms. We require 
no downpayment on GI loans. 

Senator Muskie. But the advantages would be vanishing, wouldn’t 
they ¢ 

Mr. Brownstein. They are narrowing. As FHA terms have been 
liberalized over.the years, the competitive advantage has narrowed in 
getting this type of loan. 

Senator Muskiz. Thank you, very much. 

Senator Proxmire. Mr. Chairman, I would just like to ask you. 

Along the line, do you think it was the philosophy of Congress in 
1944 to pass a law which would provide that veterans 14 years later 
who may want to enlarge their home, would have the advantage of 
getting favorable discrimination in financing their home? 

’ Mr. Brownstetn. I can only answer that, sir, by saying that Con- 
gress has twice extended this program and it now runs until July 25, 
1960, for World War II veterans. 

Senator Proxmire. It seems to me there might be an argument in 
saying that is an efficient way of extending this to every one or perhaps 
applying it to veterans of the Korean war. 

Thank you, very much. 

Mr. Brownstern. If I may, sir, I have this figure on Maine, Senator 
Muskie. As of December 31, 1958, we had made 1,571 direct loans in 
Maine; the dollar amount being $9,838,000. 

Senator Muskie. Thank you very much. 

Senator Sparkman. I take it from your statement regarding that 
built-in discount that you feel that the different manner in handling 
the GI guarantee loans is no particular benefit as contrasted with the 
FHA loans so far as the market is concerned ? 

Mr. Brownstern. I think, Senator, that there are advantages from 
the standpoint of the investor in the VA guarantee over the FHA in- 
surance contract, and this is what you have in mind. 

Senator SpARKMAN. Yes. 

Mr. Brownstern. Those advantages in my opinion manifest them- 
selves in the lenders’ willingness to make these loans on the more lib- 
eral VA terms. No downpayment, long maturity, and so forth, rather 
than in the lenders’ willingness to sacrifice yield because of them. 

Senator SparKMAN. You mentioned the matter of foreclosure as 
being worth something too? 

Mr. Brownstein. Yes, sir. 

Senator SparkKMAN. Payment in cash, in full, low interest de- 
bentures. 

_ Mr. Brownsrern. These are precisely the advantages that I had 
in mind, Mr. Chairman. 

Senator SparKMAN. We have had testimony here from time to time, 
not this year, but over the years, that these advantages of the guar- 
anteed loan of the Veterans’ Administration would range anywhere 
from a quarter to a half percent. In fact, I believe it was on the 
basis of that testimony that last year when we voted out the emer- 
gency housing bill on the motion of Senator Robertson of Virginia, 
the interest rate on GI’s was raised to 434 percent and the half percent 
tie-in was inserted. 
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Mr. Brownstetn. I guess about the best way in which I could re. 
spond to that, Mr. Chairman, is by saying that on all the quotes that 
I have seen on VA mortgages versus FHA mortgages they show the 
VA mortgage to be priced at about 3 to 4 points below the FHA 
mortgage. 

Senator SparkKMAN. Does the FNMA scale carry that? 

Mr. Brownstern. This is carried through to some degree in FNMA, 
Under their special assistance when the par requirement expired in 
August, FNMA then, I believe, had a 2-percent variance between the 
VA 4384-percent loan and the FHA 514-percent loan. 

Senator SparKMAN. Two points. 

Mr. Brownstein. Two points, yes, sir. 

Senator SPARKMAN. Would you recommend that the tie-in between 
the VA and FHA be done away with? 

Mr. Brownstein. Yes, sir. 

Senator SparkMAN. Would you recommend that the interest rate 
on the VA’s be increased to a comparable rate with FHA ? 

Mr. Brownsvern. In our statement, Senator, we have recommended 
that the VA Administrator be given this authority. 

Senator SparKMAN. The same authority as FHA has? 

Mr. Brownstein. Yes, sir. 

Senator SPARKMAN. That is to operate at what he considers to be 
the reasonable market rate under a ceiling of 6 percent ? 

Mr. Brownstein. Yes, sir. 

Senator SpaARKMAN. You realize, of course, that our committee does 
not have jurisdiction over that; it belongs to the two committees hold- 
ing jurisdiction over veterans legislation, and it always creates a 
problem for us in trying to handle an entire housing problem, and 
particularly so since we do have jurisdiction over the direct loan 
for GI's. 

If I understand your recommendation is to the effect. that we not 
make available the additional $300 million for the direct loans for 
veterans / 

Mr. Brownsrern. Our statement was based on this, Mr. Chairman, 
it was our view that the direct loan program should be continued 
on the basis of its initial concept and that is that it be a supplemental 
program, a! SON I to the major program of the guaranteed loan, 
that independently it cannot operate properly by itself because the 
demands are just so far in excess of the available supply. 

It is our belief that given a guaranteed loan program which is 
working the authorization contained in the emergency housing legis- 
lation of last year which authorizes $150 million annually for direct 
loans will serve the basic purpose of making this program a proper 
supplemental one. i 

Senator SparKMAN. $150 million with the revolving feature. 

Mr. Brownstein. Yes, sir; that plus our principal repayments 
brings it up to about $200 million. 

Senator SparkMAN. You do believe, though, that there is ample 
room for the direct lending program ? 

Mr. Brownste1n. We believe that this has been a very good pro- 
gram, Senator Sparkman. 

Senator Sparkman. I think it has, too, and I want to say that I 
think the Administration as a whole has administered it well. Some 
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witnesses, you may not know this, but some witnesses appearing before 
us have said that they thought it ought to be discontinued. I re- 
member one in particular who said that, but my own feeling has 
been that it reaches and seeks to serve a group of veterans that we 
have never been able to reach with the other programs. 

Mr. Brownstern. We have pointed out in our statement, Senator, 
that whereas the veteran participation in the nondirect loan areas 
has been about 35 percent of the eligible veterans, in the direct loan 
areas it has been only about 11 percent for the reason that you sug- 
gest, that there has not been the availability of funds in these areas. 

Senator SparKMAN. When it was originally written, and I believe 
it carries on after a good many extensions and amendments, it was 
provided only for credit-worthy veterans in rural and semirural areas 
that were unable to get their funds elsewhere, and that is the manner 
in which it has been administered and the Administration, I think, 
rather wisely right in the very beginning set off territories to meet 
those descriptions, that is in the rural and semirural where credit is 
not available. . 

I am sorry I don’t have with me some correspondence that I have 
had from different areas of the country. J remember in my own State, 
for instance, having a letter just recently from a veteran who could 
not get credit otherwise and he had applied for a veterans loan and 
he was told, I won’t be absolutely positive of this, but it seems to 
me he told me he was No. 1,021 on the list, which means at the going 
rate it will probably be 3 or 4 years before he can be reached. 

Mr. Brownstet. He is not on the bottom, Senator. 

Senator SpaRKMAN. I think that is 1,021 in his State; yes. 

Mr. Brownsrern. I mean he is not on the bottom in his State. 

Senator SpaRKMAN. I am sure that is true, and frankly that is the 
reason that we set this figure at 300 million. We set it last year at 
100 million you remember when the bill passed the Senate last 
spring, and we set that on the basis of figures supplied to us by the 
Veterans’ Administration as to, I won’t say that they asked for it, 
because, of course, they were—the budget did not recommend that, 
but we were told that it would be necessary to make that much money 
available in order to take care of this backlog that had been built up, 
and we understood this year that that backlog had continued to grow 
and that is the reason we set the figure at 300 million for this year. 

Do you believe that if we had a more realistic rate for the guarantee 
program that some of that backlog would melt away ? 

Mr. BRrownstTEIN. Uniuseiionatly I think it would Mr. Chairman, 
because I believe then the voluntary home mortgage credit program 
would get back into GI loans. 

Senator SparKMAN. Of course, they have been there, but they have 
never done much in this rural and semirural area, have they ? 

Mr. BrownstTe1n. They did initially. They did a considerable 
amount. 

Senator SparKMAN. You had one time there when every time one 
of these direct loan applications came in you referred it to the volun- 
tary plan and they had, was it 120 days?—certainly as much as 60. 

Mr. Brownstetn. They have 20 working days in which to decide. 

Senator SparKMAN. That is the situation now. 

Mr. BrownstE1n. No, sir; we don’t make any referrals now. 
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Senator SpaRKMAN. You don’t make any referrals to them now, 
Mr. Brownstein. No. 
Senator SparKMAN. At one time I believe it was a long period, J 

believe one time it was longer than that. I was thinking it ran up 

as high as 60 days. How big a proportion of the load did they take 
care of when they were operating well ? 

Mr. Brownste1n. I believe that they received commitments on GI 
loans to the total of over $200 million. 

Senator SpARKMAN. That would take care of about a year, wouldn't 
it ? 

Mr. Brownstein. Actually that is about the period as I recall that 
they were really participating in full measure. 

Senator SparKMAN. Do you believe that if the interest rate were 
raised on the guarantee program the vountary plan would come back 
into operation ¢ 

Mr. Brownstern. I am confident that it would, Senator, from the 
indications that I have heard at the meetings of their national 
committee.. 

Senator SparKMAN. If that should happen, do you believe that the 
present setup with the revolving plan would be sufficient to take care 
of the direct loans? 

Mr. Brownstein. If that were to occur, yes, I believe that we would 
be able to take care of the veteran demand in the rural areas and 
small towns with VHMCP supplemented by what our current author- 
ization is. 

Senator SpARKMAN. Have you discussed this with the House Vet- 
erans’ Affairs Committee ? 

Mr. Brownstein. No, sir. We will tomorrow. 

Senator SparKMAN. Perhaps after you make your testimony over 
there I will talk with the chairman of that committee to see what 
our outlook may be, but it seems to me that something must. be done 
if the veterans program remains stymied as it is—it is more or less 
stymied now, isn’t it? 

Mr. Brownsrtern. It is. 

Senator SparKMAN. However, I saw an article in the paper just 
yesterday or the day before, just a little article, saying that it was 
going to move again, becoming more active. Do you know anything 
about that, what is the status of that ? 

Mr. Brownstein. It is not reflected in our December figures, Mr. 
Chairman. 

Senator SparkMan. How about January? 

Mr. Brownstern. We do not have January figures yet. 

Senator SparkMAN. You get them in from the field ? 

Mr. Brownstein. Yes. 

Senator SparkMANn. This may have been based upon some local 
opinion. I am sorry I didn’t pay more attention to the article, I 
just saw the headline. 

Anything else? 

Senator Muskie or Senator Proxmire? 

Senator Muskie. No. 

Senator Proxmire. No. 

Senator Sparkman. I should like to have placed in the record at 
this point a statement that has been prepared by our subcommittee 
staff dealing with the VA direct loan program. 
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(The document is as follows :) 


VA Direct LOAN PROGRAM 


Under this program, the Veterans’ Administration is authorized to make di- 
rect Federal loans to veterans living in remote areas which are not accessible 
to the normal channels of mortgage credit. The terms of the loan are com- 
parable to those under the VA loan-guarantee program, but for a maximum 
amount of $13,500. 

Status as of Dec. 31, 1958 
Unencumbered June 30, 1958 
Treasury advance July 1, 1958 
Treasury advance Oct. 1, 1958 
Principal repayments anticipated July 1, 1958, to Dec. 31, 1958_- 


Total available July 1 to Dec. $1, 1968_......£..........-. 127, 000, 000 
Loaned or committed (estimated) 
Unencumbered balance as of Dec. 31, 1958 (negligible)* 


1A new advance of $50 million will be made available on Jan. 1, 1959, in accordance 
with the Emergency Housing Act which authorized $150 million for fiscal 1959 and 1960. 
Backlog as of Dec. 81, 1958 
Applicants on waiting list: 


I NO a cn ce aah et pn can teh in eempattanen ancl 30, 600 
As of June 30, 1958 
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Because of the lack of funds, the VA refuses to accept any more applications. 
They so advise the applicant and issue a number which gives him a priority 
to be effective if and when funds are available. To remove the backlog would 
require an estimated $300 million. Each potential application is for an aver- 
age loan of $10,000, making a gross estimated total of $500 million. According 
to a normal attrition of 40 to 50 percent, the net demand would be $250 
million. If these applications were to continue at the present rate until Feb- 
ruary 1, 1959, a $300 million authorization would be a minimum to eliminate 


the backlog. 

Senator SparKMAN. Thank you very much, gentlemen. We ap- 
preciate your coming and offering your testimony. 

Mr. Charles Wellman, chairman of the Legislative Committee of 
the National League of Insured Savings Associations. 

Will you come around, Mr. Wellman? We are glad to have you 
before the committee again. You are vice president of the Glendale, 
Calif., Savings & Loan Association ? 


STATEMENT OF CHARLES A. WELLMAN, CHAIRMAN, LEGISLATIVE 
COMMITTEE, ACCOMPANIED BY BRYCE CURRY, GENERAL 


COUNSEL, NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIA- 
TIONS 


Mr. Wetiman. That is right, sir, and I have with me today Mr. 
Bryce Curry who as of noon today was just made general counsel of 
the National Savings & Loan League. 

Senator SpaRKMAN. Where is Mr. Curry from? 

Mr. Wetman. He is from Alabama, sir. 

Senator SpARKMAN. We are glad to have both of you here, and we 
congratulate Mr. Curry upon his promotion. You have been before 


us before. We always welcome you, and you proceed in your own 
way, 
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Mr. Weiutman. Senator, I have a prepared statement which I wil] 
file for the record and try to briefly summarize its contents for you, 

Senator SparkMAN. That will be fine. The paper will be printed 
in toto at the conclusion of your remarks. : 

Mr. Wetuman. I think for the purposes of analysis, Federal aid 
to housing can be successfully divided off into two categories: category 
1 are those Federal aids which encourage and stimulate the demand 
for housing credit such as lower downpayments and longer amortiza- 
tion terms. 

Category 2 are those Federal aids which increase the supply of 
housing credit and examples of them, of course, are the certificate of 
guarantee of the VA and the contract of insurance of the FHA. 

It is the interrelationship between these two categories which deter- 
mines at any one time the success or the relative degree of failure of 
the Federal housing programs. 

This committee is considering housing and community development 
legislation at a period of time when housing construction in 1958 
showed enormous strength. For example, from February of 1958 
until December of 1958 housing starts on a seasonal annual rate went 
from 915,000 to 1,430,000. Percentagewise this is an even greater 
rate of increase than was experienced in 1954. 

We think the experience of 1958 like the experience of 1954, and 
as you, Senator, indicated in your speech in Chicago recently, the 
principal problem of housing and Federal housing programs is the 
supply of private mortgage money. And hence it is that our legisla- 
tive recommendations to this committee are founded on the convic- 
tion that legislative action should be principally directed to increas- 
ing and ie Fens the flow of private funds into the mortgage mar- 
ket and that Federal funds should be put into the housing field in 
those special areas such as urban renewal and the testimony we used 
with respect to the direct veterans’ loan program, that Federal funds 
should be reserved so far as practicable for those specialized areas 
where private credit can at best only partially reach and satisfy the 
social requirements, 

For no matter how great is our level of output, whatever VHMCP 
might be, there is nationally a limitation on the amount of Federal 
funds that are available and it is pure fiscal prudence to utilize and 
get the most efficient use of Federal funds, particularly in those areas 
where we in the private lending business cannot meet the problem. 

As far as the savings and loan business is concerned in this overall 
problem of the flow of private funds we are the dominant supplier 
of private capital. 

Senator Proxmire. Mr. Chairman, before Mr. Wellman gets into 
savings and loans I would like to ask him something about a state- 
ment that he has made. I would agree that there is no question that 
the fantastic jump in housing starts from 915,000 to 1,430,000 was 
amazing in 1958. As I understood your statement, Mr. Wellman, you 
said it was the result of an increased supply of private mortgage 
money ? 

Mr. Wetiman. That is correct, sir. 

Senator Proxmire. What made this supply increase? 

Mr. Wetiman. The diminution of demand from other sources for 


the savings capital plus an augmentation of the sheer volume of pri- 
vate savings. 
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Senator Proxmire. Was there any action on the part of the Federal 
Government such as the Federal Reserve policy of reducing interest 
rates ¢ 

Mr. Wettman. Yes; during the first half of 1958 we experienced 
successive reductions in the rediscount rate and an increase in the 
yolume—a lowering rather of the volume of required reserve on the 

art of commercial banks. 

Senator Proxmire. How about the Emergency Housing Act? 

Mr. Wettman. I think the Emergency Housing Act with its alloca- 
tion of $1 billion under the special program—— 

Senator Proxmire. A billion. 

Mr. Wettman. That $1 billion was an extremely important factor 
in triggering the initial upturn, but the strength and the sustained 
volume of the upturn was due to an increasing private response on 
the part of the private lending fraternity. 

Senator Proxmire. In your judgment there is a kind of national . 
stabilizing force here, this is in response to the first part of your 
answer—I haven’t heard this before—as the business sector of the 
economy diminishes its demand for capital to finance equipment and 
building expansion, the housing sector, if it is free to do so, is likely - 
to step in and make its demands on the economy for increased housing. 

That happened in your judgment in the last year ? 

Mr. Wettman. You can plot the course of the economy on one 
scale and the volume of housing starts on another scale, and every 
time the economy turns down so far since the end of World War II, 
housing starts have gone up. The best housing years we have had 
in terms of the number of dwelling units commenced have been the 
years of so-called recessions. 

Senator CrarK. I wonder if that hasn’t been due to the fact that 
monetary policy has eased off as signs of recession occurred and that 
enabled lower interest to be made available for those who wanted 
houses, and that in turn brought the costs down to where people could 
afford them, that started the housing boom. 

Mr. WettMAN. Senator, there is no evidence whatsoever that hous- 
ing costs have dropped in recessions. As a matter of fact, housing 
costs have continued to increase. 

Senator Cuiark. That is not what I said. I said that the fact that 
interest. rates were lower made it possible for individuals with lower 
incomes to afford to buy houses when they couldn’t when interest rates 
were high, and that interest rates dropped in times of recessions 

Mr. WetimMaANn. My point is you have been operating under a statu- 
tory ceiling under FHA or VA, so the interest cost as far as concerned 
the borrower was the same on Government programs. The only effect 
of the recession was there was money now available to finance those 
starts. It is the fluctuation in the starts on FHA and VA’s that gives 
you this toboggan, this roller coaster effect in housing starts. 

Senator CiarK. Doesn’t that ignore discounts ? 

Mr. Wetiman. I don’t believe so, Senator, except in extreme situa- 
tions like we had in 1957 when it didn’t pay a builder to build a house. 

Senator Proxmire. Don’t you think, Mr. Wellman, that this is 


pretty difficult for people who want to build houses; it is also very 
hard on builders, it 1s hard on an area of our economy which is begin- 
ning to be a small-business area, an area which obviously suffered very 
seriously. 
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I have before me an article in Nation’s Business which shows the 
enormous drop in housing starts from the beginning of 1955, I know 
you are very familiar with this development, to 1957 to the very time 
when business expenditures in plant and equipment was increasing 
very much. 

If we recognize that this is very good, perhaps, for the economy, 
it is very difficult for the housing industry, I should think, and very 
bad for Leildens. It is hard to say how our values should determine 
our attitude on this kind of thing. It seemed to me that a good case 
can be made for attempting to stabilize this very difficult situation 
for the housing industry. 

Mr. Wetiman. Sir, I completely agree with you, as a lender in this 
kind of a market it isn’t the most comfortable situation, either, be- 
sause you don’t know from one year to the next as to what the volume 
of starts you are going to be called upon to finance is going to be. 

I certainly do not think that this roller coaster effect in housing 
starts has contributed to the economy of home ownership nor actually 
even to the stability of the general economy and that any effort we 
can make which will moderate the sharpness of these fluctuations is 
something to which both Government and business should dedicate it- 
self. 

Senator Proxmire. So it is inefficient, too, when you say the econ- 
omy of home ownership, to have this terrific fluctuation. Builders 
are forced out of business and instability of employment on the part of 

ople in the construction industry who have to be laid off and the 
0 ca for higher wages is based in part on this cyclical employ- 
ment, very likely, is it not ? 

Mr. Wetitman. That is correct, sir. 

Senator Proxmire. So that the costs are very great. 

Mr. Wetiman. That is correct, and there is another element that 
occurs where which occurred, for example, in 1955 and 1956, when 
you overstimulate housing in the private sector you have a period of 
digestion to go through, and that is exactly what happened in hous- 
ing in 1956 and 1957. We had some heavily stimulated housing be- 
cause of a recession that it took us time to readjust to. It has actually 
served no public purpose for us to go from 900,000, roughly, housing 
starts at the beginning of 1958 to an annual rate of 1,400,000 housing 
units at the end of 1958. 

Senator Proxmire. I see. Thank you. 

Thank you, Mr. Chairman. 

Senator CLrarK. One more question, Mr. Chairman. 

Senator Sparkman. Go ahead, Senator Clark. 

Senator Crarx. Mr. Wellman, at what point do you think interest 
costs do actually affect housing; have you any analysis of that? 

Mr. Wetrman. I don’t have any factual analysis of it except my 
own experience. 

Senator CiarK. Why don’t you tell us about that? 

Mr. Wetiman. I would say that the strength of the demand for 
——- in this country is so great that the minor changes in the 
monthly payments caused by slight changes in the interest rates are 
so negligible that minor changes in the interest rate would not dampen 
the demand for housing if money were available. 
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In other words, if you have a marginal market where you just barely 
are qualifying borrowers and that is constituting 10, 15, or 20 percent 
of your demand for housing credit, then if you raise the interest rate 
aquarter or a half a percent and you drop them out of the market that 
would have a severe impact on demand. 

But it has been my experience that there is no such segment of 
marginal borrowers in the market. today. 

Senator CiarK. You don’t think that the enormous number of 
individual family units in the middle income group who are unable 
to buy houses today because the cost of the houses is in excess of what 
they can prudently spend out of their income, that if interest costs were 
reduced, a substantial number of those middle income families would 
beable to.afford to buy a house ? 

Mr. WetiMan. No, sir, I do not believe that minor changes in the 
interest rate would price large segments of the market in or out of the 
market. 

Senator Cxiark. I didn’t say minor changes in the interest rate. 
These would be substantial changes in the interest rate. 

Mr. WeLuMAN. I beg your pardon ? 

Senator CiarK. I didn’t say minor changes in the interest rate. 
What I am talking about would be significant changes in interest rate, 
asmuch as | or 2 or 2.5 percent. 

Mr. Wetiman. I think, sir, that is an extremely unlikely possibility. 

Senator Proxmire. Isn’t it true that a change of 1 percent is a 
possibility, and that a change of that kind makes a difference of 20 
percent, 25 percent in the cost of a home, which is certainly a decisive 
difference in cost ? 

Mr. WELLMAN. Well, sir, I do not anticipate—and here we are 
working purely on conjuncture—a 1-percent change in the interest 
rate. As far as it affecting the cost of a house it increases the man’s 
monthly payment and if he pays out every month at the end of the 
30 years he will have paid more in interest, but I would also call to 
your attention, sir, that if interest rates fluctuate downward under 
both the FHA and the VA loan programs and the interest rate falls 
he has an opportunity to recast that loss and take advantage of the 
lower rates. So the big problem is on what terms is he going to get 
housing credit when he is going to buy a house? 

We have had situations in our own business where interest rates 
have changed substantially over a period of time. If money is tight 
rates go up; if money gets easier those same borrowers come in and 
ask us to reduce the interest rate and we have done so. 

Senator CLark. I have a provision in my bill which I would expect 
you would disagree with but let’s assume for a moment it were to 
become law. It calls for a Government program of 50-year loans 
ut 3 percent interest to finance homes for individuals displaced by 
urban renewal, the highway program, and other governmental action. 
Don’t you think if such a proposal were to become law, regardless of 
whether you agree with it or not, that you would get an enormous 
stimulation of homebuilding in that category ? 

Mr. Wettman. Yes, you would get an enormous stimulation be- 
cause the buyers of homes under that program would be able to bor- 
row money at a price lower than anyone else in the country could 
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borrow it. But I have, Senator, in the subsequent part of my testi- 
mony, some comments specifically dealing with that problem. 

Senator Proxmire. What I can’t understand, Mr. Wellman, is this 
enormous drop in housing starts coincident with the rise in the inter. 
est rate. You say that discounts aren’t of value, you say the rise 

in interest rate itself doesn’t discourage it, you say it is the absence 
of money. I just can’t understand exactly where the money goes, As 
long as peomle want housing and are willing to pay the discounts 
necessary wliy can’t they get it ? 

Mr. Wet~Man. Well, Senator, when you are investing other people's 
money it is your obligation to get the best return for those people's 
funds that you can get with safety. When you are investing money, 
therefore, you are looking for the best return you can get with safety, 

In the FHA and VA loan programs you have a fixed interest rate, 
Within some degree discounts help obviate the inflexibility of that 
fixed rate, but when you get to a certain point the discount is no 
longer effective because it comes entirely out of the builder. The 
money leaves the housing field where there is the fixed interest rate, 
and goes somewhere else where money is paying a better return. 
And the result of that is the field of battle has been evacuated, so far 
as money on the FHA and the VA loans is concerned. That is where 
the drop in starts takes place and that is why, as Mr. Brownstein 
testified, we have to have some greater flexibility in mortgage interest 
rates or we are going to continue to ride the roller coaster. 

Senator Proxmire. I am glad to hear that. I had understood you 
to say before that this existence of the discount, even a large discount, 
was not an important factor. 

Mr. We._uman. Well, I mean by that, sir, that the—the discount is 
sort of like a lubricant, it keeps the wheel moving because rates change 
from time to time. Within relatively narrow margins the discount 
makes an inflexible rate function. 

Senator Proxmire. But the fact that you have an artificial interest 
rate which is artificialy low is, in your judgment, a devastating factor! 

Mr. Wetiman. That is correct, sir. 

Senator Proxmme. Thank you. 

Senator SraRKMAN. You may continue, Mr. Wellman. 

Mr. Wei_tman. Thank you, sir. 

It is because you have a number of different types of institutions 
who have the option of whether or not they are going to lend money 
on home mortages or whether they are going to buy railroad securities 
or any number of other types of securities that you get this fluctuation. 
They are optional lenders in the mortgage business. 

Now the savings and loan business is a little different by statute 
and we think properly so. We have to invest our money in residential 
mortgages. We have no other alternative. 

Senator Ciarx. So what you want is the ability to borrow money 
to loan on mortgages; is that right ? 

Mr. Wetiman. That is part of our proposal, sir. 

Senator CLark. What happened to the deal we had last year with 
respect to increasing the amount you could lend on a mortgage ? 

Mr. WELLMAN. Sir, we didn’t have as much statesmanship in some 
other places as we did in this committee. 

Senator Crark. You still think that would be a good idea ? 
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Mr. Wettman. [am still very sold on it. 

Senator SparkMAN. Continue, Mr. Wellman. 

Mr. Wetiman. It is because of our importance and the fact that we 
are limited in the area of our investments that we have certain recom- 
mendations relative to improving the flow of money into our system 
and removing some of the impediments within our system to make 
more private savings capital available for home financing. 

One of the most important things, of course, is the imsurance cover- 
age on savings accounts in savings and loan associations. At the 
present time by statute for both the FSLIC, that is the Federal Sav- 
ings and Loan Insurance Corporat ion, and the FDIC, the coverage 1s 
$10,000. Frankly, we would like this committee to give very serious 
consideration to raising that to $20,000 for both corporations. We 
are not asking for any special concession as far as the savings and 
loan business is concerned, because we feel if you increase the cover- 
age to $20,000 you would increase the attractiveness and consequently 
increase the flow of private savings into the savings and loan system. 

Senator SparkMAN. Mr. Wellman, I have quite a friendly feeling 
regarding that but I wonder if you people have done any missionary 
work with the banks and the FDIC ? 

Mr. WELLMAN. Sir, we are doing all the missionary work we can 
everywhere. 

Senator SpARKMAN. You admit that the two have got to move to- 
gether in the movement, haven’t they # 

Mr. WELLMAN. Yes, sir; we completely agree with that. 

Senator Proxmire. May I ask at this point, there would be no cost 
at all, of course, to the Federal Government, the cost would be borne 
entirely by 

Mr. Wetiman. It is covered by a premium which is paid. 

Senator Proxmire. By a premium ? 

Mr. Wetiman. That is correct, sir. 

Senator Proxmire. Why would this increase the amount of savings 
and loan money? It seems to me that there have been no significant 
failures that I am familiar with by institutions that are insured by 
the FDIC or any other. If there have been, what have the losses 
been to the depositors whose investments have exceeded $10,000 4 

Mr. Wetman. Senator, when I talk about increasing the coverage, 
you must remember that there is a vast complex of laws governing 
the authority of people to invest either their money or more particu- 
larly other people’s money in institutions. 

For example, in the State of California there are laws with regard 
to the investment of probate funds, of guardianship funds; there are 
laws on trustees of various types of institutions which say you cannot 
put more than so much money or the amount of the insurance in an 
institution. 

When you raise the coverage you consequently allow those trustees 
and other custodians of other people’s funds the right to increase the 
amount of their deposits. 

Senator Proxmtre. Has there been any estimate of how much 
money is involved ? 

Mr. Wetiman. Of how much more money would flow. 


ae Proxmire. How much more money would flow with the 
20,000 2 
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Mr. Wetiman. I don’t know, sir, how much. 
Senator Proxmire. In your judgment there would be some? 

Mr. Wetitman. I would say there would be a substantial amount, 

Senator Proxmire. Ten or twenty percent ? . 

Mr. Wetiman. Something of that nature, particularly over a long 
period of time. This isn’t going to be something that because some- 
thing changes the coverage one day there is going to be an enormous 
flood of money, but over a period of time individuals accustomed 
to putting money in a savings account in a savings and loan, because 
of the increased coverage, will be more likely to put more in than 
they otherwise would. 

Senator Proxmire. Thank you. 

Senator SparKMAN. Go ahead, Mr. Wellman. 

Mr. Wetuman. Our second recommendation for increasing the 
flow of money into our system as a whole deals with the operation of 
our present Federal Home Loan Bank System. 

At the present time that Bank System has approximately $900 
million in capital and retained earnings. That is a tremendous 
leverage and that $900 million, incidentally, was totally acquired 
within or earned by that System; there are no public funds involved 
in it at all. 

That System lends funds, advances funds to use the technical term, 
to its members for purposes of meeting withdrawals, for the purpose 
of meeting seasonal loan requirements, and for the purpose on a 
limited basis of permitting them to extend credit in areas where 
there is an excessive demand for home financing greater than the 
savings flow in that area. But I am sure, as you gentlemen can 
realize, people who are operating financial institutions have some- 
what of a prejudice against getting too heavily in debt to the financial 
system of which they are a member, and so our second recommenda- 
tion is to authorize the Federal Home Loan Bank Board to set up a 
separate corporation within itself for the purpose of buying and 
selling mortgages and issuing certificates of indebtedness to other 
types of investors secured by those mortgages as well as by the capital 
of that corporation. 

Now this again, Senator Clark, is another one of these self-help 
ideas. No Federal funds would again be involved, the debentures 
or bonds of this corporation would be unguaranteed as to principal 
or interest, and this would permit again tapping certain pools of 
money which now is not available for mortgage credit, more partic- 
ularly pension funds, would enable our system to tap that type of 
money and buy and sell and hold conventional loans which at the 
present time there is no secondary market facility available for, for 
as you know FNMA is limited entirely to buying and selling under 
its secondary facility operations only insured or guaranteed loans. 

Senator CLiark. What would you do, hock a bunch of conventional 
mortgages as collateral for a loan you make from the pension fund? 

Mr. Wetiman. You can do it in terms of segregation of specific 
mortgages. I personally would prefer you do it in terms of having 
this corporation set up with, say $50 million worth of capital which 
could be taken from the System and jnst issue debentures just the 
same as FNMA has been doing, and with those proceeds buy mort- 
gages from the member institutions. 
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Senator CLarK. Who would you sell the debentures to? 

Mr. Wetuman. You would sell them to investors in the private 
capital markets. 

Senator Ctark. What kind, pension funds? 

Mr. Wettman. Primarily pension funds which are not set up as a 
general proposition for acquiring or servicing mortgages; they are 
principally coupon security buyers. 

Senator Crark. Would they buy a debenture which didn’t have any 
mortgage security behind it? 

Mr. WeLLMAN. They are buying those from the Federal Home 
Loan Bank System now that are secured only by advances, and they 
are buying the securities of the FNMA. 

Senator CLark. Of course, the FNMA securities are a little different 
category ¢ 

Mr. We__tman. They have some question as to who is really re- 
sponsible, I apprec iate that. 

Senator SparKMAN. In effect your recommendation would be to 
make the home loan bank program a central mortgage setup ‘ 

Mr. Wetiman. I don't know whether you w ould use that word or 
not. I would say—again I am thinking of a facility within the 
present bank ay ‘available to the member institutions of that 
bank system 

Senator SpARKMAN. Only ? 

Mr. Wetuman. Only. 

Senator SPARKMAN. Let me ask you this: In the original act setting 
up the Home Loan Bank Board, was it intended that it should be 
limited to those institutions ¢ 

Mr. Wetiman. No, sir; even right now life insurance companies, 
mutual savings banks, savings banks, and fire insurance companies can 
belong to the Federal Home Loan Bank System, and I believe in 
Massachusetts, or at least in the eastern part of the United States, 
there are about 23 or 25 nonsavings-and-loan institutions which are 
members and which have access by that membership to the borrowing 
capacity of the Bank System. And consequently, of course, they would 
have access to the selling facilities of this System if such an authority 
were granted by this Congress. 

Senator Sparkman. I want to make just this suggestion: I am 
not advocating the home loan bank as a central mortgage setup. I 
see the possibility of it. I am urging strongly that sometime before 
long, within the next year or two, there be a central mortgage setup. 
If you are going to propose this kind of an arrangement for the home 
loan bank I would like you to consider the possibility of extending 
it to the extent of taking care of this. I say this for the reason: T 
strongly believe that we are not at present prepared to take care of 
the load that is going to be on us within the next 6 years, say, about 
1965, and I think we had better start before long getting ready for that. 

That is the basis of the study that the staff made duri ing the : adjourn- 
ment of Congress, to get ready for this impact that is coming just as 
certain as any ything i in the middle sixties. 

Again I say that many suggestions have been made that FNMA be 
tripled and reconstituted into a real central mortgage bank, other 
provisions that there be set up a separate agency for that pur pose, and 
it has been proposed that the home loan bank be constituted into that. 
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Therefore, I would make the suggestion that you certainly do not 
divorce that idea completely from your thinking as you consider the 
possibility of setting up such facilities. 

Mr. Wettman. Senator, speaking now only for myself and not for’ 
the National League of Insured Associations, I am completely in 
agreement with you. One of the great voids in our whole mortgage 
system is the lack of a central mortgage bank that operates as a truly 
secondary facility. 

Frankly, one of the reasons why I would like to see the Federal 
Home Loan Bank Board get this kind of power now is so, among 
supervised institutions, who have made a capital contribution of their 
own, without any Government funds, dealing with conventional loans, 
we get some experience with this thing on a small pilot scale, self-help 
kind of a basis, so that as we examine and evaluate these various other 
proposals we have some experience on which to rely. 

Frankly, my feeling is that if the Federal Home Loan Bank System 
and its member institutions have an opportunity to explore and test 
out within themselves, with their own capital, this kind of thing, we 
will have greater knowledge and perception on which to do this big 
job, which as you say, sir, is so very badly needed in our home mortgage 
system. 

Senator Sparkman. I hope in thinking and planning toward a 
central mortgage bank we will have in mind a capitalization sufl- 
ciently large to allow it to operate in such a way that it will be able 
to bring real stability to the mortgage market. I think that has been 
one of the shortcomings so far, particularly with FNMA. 

Mr. Weuiman. I think that is one of our big ones, perhaps. I 
think if we get capital out of the bank system for such a facility to 
test it out within the home loan banks that capital should be permanent 
investment and not investment with a string on it so that no sooner 
you issue the debentures, you yank the string, out comes the capital 
and you, by that device, have completely destroyed public confidence 
in the securities of the corporation. 

Well, gentlemen, that is our first two recommendations for increas- 
ing the flow of private savings. 

Within our system we have some natural impediments to the flow 
of money within that system and those impediments have as their 
primary objective the safety of the public’s money ; certainly any modi- 
fications of them at the present time that we would make we would 
make with the care and the realization of the importance of the safety 
of the public savings. 

Item No. 1, at the present time is we have a limitation on our invest- 
ments. We have what we call in the trade a 20 percent of asset 
limitation. If we make a participation loan with somebody in New 
York on a single family residence that goes against that 20 percent to 
the amount of that participation. If we make a loan on a residential 
income property with units in excess of four units we are using up 
that 20 percent. 

We also have the right under that 20 percent to make what we call 
other purpose loans, commercial property loans, and what we would 
propose, sir, is that we have the right to get a separate 20 percent for 
participations but grant to the Federal Home Loan Bank Board the 
power to limit the use of the original 20 percent so far as other pur- 
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pose loans are concerned because frankly, we are not proposing this 
for the purpose of allowing us to increase our other purpose loans, 

The purpose of this proposed modification or liberalization is purely 
to increase the amount of participation and residential income prop- 
erty loans which we can make in the larger residential and metro- 
politan centers, 

Our second modification of these impediments relates to this prob- 
len of making some loans on a limited basis with respect to the 
development of raw land for off-site improvements. Here again at 
the present time we can’t make those loans and yet, as we all know the 
cost of raw land, particularly in metropolitan areas, and the cost of 
off-site improvements has continued to increase the capital burden on 
the small builder, is growing all the time. If we could provide some 
kind of capital under rules and regulations prescribed by the bank 
board we feel we might be able to do a better job. 

Senator CLarK (presiding). What is an off-site improvement ? 

Mr. Wetiman. Anything that does not relate to the house itself, 
streets, lights, utilities, all of the other features that go to taking a 
piece of raw land and making it a lot available for building a 
residence. 

Senator CLark. Usually financed by the municipality or local gov- 
ernmental unit ? 

Mr, WetimMan. No, sir; usually financed by the builder himself. 

Senator Ciark. In other words, this is not the street pattern or the 
sewer pattern of an established municipality ? 

Mr. Wertman. No, that is correct. 

Senator Proxmire. Could I interrupt at this point to ask: I think 
what Mr. Wellman is saying is very interesting and I think it would 
help in the record if he could spell out a little more how the home 
loan bank has changed. It seems to me that it was set up to solve 
local problems, that is for a Federal facility, of course, but for local 
associations and local areas. Has it now become national in its loans? 

Mr. Wetman. Oh, no, sir; it is still local in that it lends its funds 
to local institutions, but it is national in the sense that one of its 
primary objectives was mobilizing national funds to make them avail- 
able to local institutions in local areas. So there has been no change 
in its essential purpose from the time it was first created back in the 
early thirties. 

Senator Proxmire. Are we reaching a point where we have to recog- 

nize that things have changed, that they should be able to move 
out to other places ? 
_ Mr. Wetiman. I think so, sir, I think our big problem is mobiliz- 
ing and stabilizing this flow of savings and anything that we can do 
that is consistent with the ground rules of safety we ought to try and 
do so that we can keep this toboggan from at least keeping the ups 
and downs within some range of modesty. 

Senator Proxmire. We are moving away from the original idea, 
then, of simply solving local problems in a local way. 

Mr. Wetman. Well, to some extent, for example, the participation 
loan device is a movement away from the local idea except that the 
local originating association retains a 50-percent interest so it is still 


a local investment although they are tapping perhaps farther away 
funds to assist in making that loan. 
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Senator Proxmire. I think we are getting to the point I wanted to 
get at. Will you explain what a participation loan is and how it came 
about # ; 

Mr. Wetiman. Well, sir, you can either make the full loan for 
whatever purpose, whether it is a home or an office building or an 
office building or buying a railroad, or you can get somebody to take 
part of that loan, participate in that loan. You are not actually 
making the loan, you are acquiring an interest in a portion of that 
loan. It is a common device used largely by commercial banks, par- 
ticularly where they get into a loan of too large a size for one institu- 
tion to handle, they get other banks to participate with them. 

Senator CLark. The Small Business Administration uses it con- 
stantly. 

Mr. Wetiman. Same principle and so long as you keep the origi- 
nating lender in the boat with you, why you have an additional guar- 
antee of the stability of the transaction. 

Senator Proxmire. It becomes desirable in your industry because it 
permits New Yorn money to move over into California, for example, 
it gives that kind of national flexibility with local initiative? 

Mr. WetuMAN. That is correct, sir. And I actually feel that over 
the period of time that the participation loan device can go a long 
way toward meeting some of the problems that the Veterans’ Admin- 
istration and Senator Sparkman were talking about relative to direct 






















































































VA loans. 
Senator Crark. Let’s get back to raw land and off-site improve- 
ments. 








Mr. Wetiman. All I wish to do, sir, is to suggest the possibility of 
the Federal savings and loan associations having the right to make 
limited investments for shorter periods of time to assist builders in 
making this type of capital outlay rather than demanding in effect as 
we do at present, that this amount of money be equity capital. 

Senator CLarK. This would be in effect an unsecured loan or would 
it be secured ? 

Mr. Wetiman. It would still be secured by the raw land and there 
would be some risk, of course 

Senator Crark. There is no dwelling on it ? 

Mr. Wetiman. That is correct, sir. 

Senator CrarK. Do you have any specific suggestion, Mr. Wellman! 

Mr. Wetiman. No, sir, but we will supply one to the committee. 

(The following was received for the record :) 


















































NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIATIONS, 
Washington, D.C., January 28, 1959. 








Mr. JAmes B. CasH, Jr., 

Senate Banking and Currency Committee, 
Senate Office Building, 

Washington, D.C. 


Dear Mr. CasH: During the testimony of Mr. Wellman yesterday I believe 
Senator Clark asked for a specific proposal relative to loans on property for 
site development. We believe the amendment suggested below would implement 
our recommendations to the committee yesterday with respect to this type of 
lending : 

Amend subsection (c) of section 5 of the Home Owners Loan Act of 1933, as 
amended, by adding thereto the following: 

Without regard to any other provision of law, such associations are author- 
ized to invest a sum not exceeding 5 percent of their withdrawable accounts in 
loans for purchase and improvement of land on which single family homes are 
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to be constructed, under such terms and with such safeguards as the Board 
deems appropriate. 
Sincerely, 
Bryce Curry, General Counsel. 

Mr. Witutams. I have in addition to these four proposals another 
specific suggestion which I would like to make to the committee. 

We still have this basic problem which was discussed already this 
afternoon with regard to interest rates, particularly interest rates on 
FHA and VA loans. What we are really talking about is are we 
going to say as a matter of public policy that certain selected groups 
of borrowers shall only borrow money at a fixed rate of interest and 
if that rate happens to be below the growing rate of interest, why, 
then, it. is still public policy that there should be that difference. 

Frankly I see nothing wrong in the Congress of the United States, 
although some of my friends do, saying that there shouldn’t be a fixed 
rate, nothing immoral about it, nothing totally improper about it, 
but I would point out that merely saying that somebody is entitled 
to pay no more than so much money for an interest. rate, if it is to be 
meaningful you have got to provide the credit along with the 
declaration. 

Senator CLark. This seems clear from our experience, the fixed 
interest rate even with discounts permitted to some extent doesn’t 
seem to provide the flow necessary and ever so often the market just 
dries wp. 

Mr. Wertman. That is correct, sir. 

Senator CLarK. How could you do it some other way? This is 
what I have been asking Mr. Martin of the Federal Reserve for the 
last 2 years without much success. 

Mr. Wettman. You have three ways you can do it. First of all, 
you can just tell the financial institutions, look, you have got to inv est 
so much of your funds in such and such Joans at such and such fixed 
interest rate, even though that rate is below the going market rate. 

That is one way of doing it. 

Senator CLark. If we can accept your suggestions that is another 
one. 

Mr. Wettman. That, incidentally, sir, is not a suggestion with 
respect, to telling us that we have to invest our money. 

Senator Ciark. Not that one. 

Mr, Wetiman. I realize that. 

Senator CLark. But I mean, your various, I think quite ingenious 
suggestions, for getting more money pumped into existing institu- 
tions, through increasing their borrowing capacity. 

Mr. Wetman. That is correct, sir. Thank you. 

There is another way, of course, that you can deal with this prob- 
lem and that is for the Government to lend the money itself. 

Actually that is what we have been doing. 

Senator CLARK. Up to a point. 

Mr, Wertman. Up to a point, and obviously it hasn’t worked be- 
cause we have 45,000 people on the waiting list for VA direct loans. 
Senator Sparkman’ s constituent. is some thousand and fifty on the 
list and he is not on the bottom. The FNMA program ran out of 
money in August, even though the billion dollars was only made 
available in April. 
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Senator Crark. It would be your thought we could never put 
enough of the Federal Treasury’s money into that kind of a proposi- 
tion to make a dent, a long-term dent ? 

Mr. WELLMAN. It doesn’t seem to me sound to take Federal money- 
that is so urgently needed in urban renewal, for example, where we 
as private institutions can’t do the job, to take Federal money and 
o it in an area where we can do the job if we get some degree of 

exibility in the interest rate. 

Senator Crark. And enough capital? 

Mr. Wetiman. And enough capital. We can raise more capital 
but we cannot turn around and invest it to the safety of our 
investors and to their best return if we are compelled to bump our 
heads ever so often against an interest rate ceiling. Which is exactly 
what has happened. The program works real well when interest rates 
are low and money is easy and it doesn’t work at all when money gets 
tighter and there is more demand on the volume of money t 
there is. 

We recognize this committee isn’t the sole arbiter of this matter 
but as to the VA loan program, we feel very strongly that some flexi- 
bility that is comparable to the FHA is necessary. 

Senator Sparkman. Mr. Wellman, just one word about Govern- 
ment money. I agree with you in general, but I believe you would 
admit that there may be special occasions or special types that would 
justify the use of Government money to assist programs, would you 
not $ 

Mr. Wetiman. I certainly would, sir, and I have another sug- 
gestion 

Senator Sparkman. I believe you think that the Emergency Hous- 
ing Act last year was probably a good thing at the time, don’t you! 

Mr. Wetiman. That is correct, sir; but I would make this further 
suggestion, I would like to see some of the Government investment 
in mortgages taken out of the Federal Treasury and with that object 
in mind I would like to make a suggestion to this committee for tak- 
ing out $1.2 billion of the Treasury, and if necessary making that 
kind of money available for urban renewal, and this is what my sug- 

estion is: At the present time there is $2 billion in the FNMA liqui- 

ating and management portfolio, $800 million of that portfolio is 
covered by certificates of indebtedness or debentures issued by FNMA 
to private investors. The other $1.2 billion is covered by Treasury 
borrowings. These mortgages in this portfolio are the early vintage 
loans, they have a rate of 4 or 414 percent. 

The President in his budget message talked about let’s trade Gov- 
ernment bonds for the mortgages up to $335 million, I believe the 
figure was, and take also $50 million out of college housing to do 
it, too. 

Senator Ciark. And thereby balance the budget. 

Mr. Wetiman. And thereby balance the budget. There are 4 
lot of technical difficulties with that, one of which is if you trade 
unlike for unlike, you have to take a capital loss under the Internal 
Revenue so I don’t think there are going to be many people engaged 
in that process. 

More important than that is the fact that if you take those bonds 
and trade them in for mortgages the persons that acquires the mort- 
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gages are only going to be those institutions that are now making 
mortgage loans and what does it mean? They are going to reduce 
their liquidity by $335 million to buy mortgages which means that 
they are going to turn right around and instead of taking the new 
$335 million that comes in they are going to invest it back in Gov- 
ernment bonds at a higher rate than the bonds they are trading in. 
You are going to short-change the stream of new savings for new 
housing construction by $335 million. 

Senator Criark. But what is more important, Mr. Wellman, is 
balancing the budget on paper. 

Mr. Wetiman. I think you can balance the budget without going 
through all of these contortions. 

Senator CrarK. So do I. 

Mr. Wettman. And I think the way you can do it is you can force 
the FNMA—you don’t need to change the law, all you need is a 
declaration of congressional intent to the management of the Federal 
National Mortgage Association, the management of which in my opin- 
ion is an excellent management, to instruct them to issue their own 
debentures to private investors at a market rate and with the proceeds 
raised by the sale of those private debentures, retire the Treasury 
involvement in the FNMA management and liquidation portfolio. 
They have already done it for $800 million, they can continue through 
$1.2 billion, except for one thing, the average yield on this portfolio 
is 3.6, and they can’t sell debentures to private investors at 3.6. 

— Cuark. This would reduce the national debt, too, wouldn’t 
it 

Mr. WetLMANn. It would reduce the national debt. I would sug- 
gest FNMA has $100 million in its surplus out of the liquidating 

rtfolio. That $100 million could go a long way to covering the 

ifference between the yield of that liquidating portfolio and the 
price they would have to pay for those debentures. They could even 
privately place those debentures with pension funds which again are 
coupon security buyers, if the rate is right, and pay out the $100 mil- 
lion as they needed it or even if necessary get the money by appro- 
priation. It would be a lot cheaper to pay $5 or $10 million a year in 
interest than to invest $1 billion in mortgages. 

Senator Cuark. What would be your guesstimate as to what interest 
rate those FNMA debentures would have to carry ? 

Mr. Wetiman. I would say at the present time about 41/,. 

Senator Ciark. For how long? 

_ Mr. Wetman. For 5 or 6 years and they would just keep revolv- 
ing, of course; again the issuance of these debentures would be sub- 
ject to the Treasury’s control over issuing agency debentures. 
Senator SpaRKMAN. Will the Treasury let them issue them for that 
ong ? 

Mr. Wettman. They have issued them for that long already, 
FNMA has. 

Senator SparKMAN. Recently ? 

_ Mr. Wetiman. I don’t know how recently they have. I suppose 
if the Treasury is into the market as they have been for the last 90 
cays, they might say you can’t do it right now. 

Senator Ciark. I was going to say, wouldn’t the Treasury say 
this would disrupt the short mortgage Government market? 
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Mr. We__man. You are not going to raise $1.2 billion immediately, 
but if the agency were instructed by a congressional act or—— 
Senator CLark. Get it out. 


Mr. WEL LMAN. To commence this program as far as the Congress” 


in effect is saying, we know you are going to take some losses. We 
know that you are going to have to sell these debentures in the private 
market at a yield gre: iter than you are earning on these mortgages, but 
we think if you use up your surplus and if nec ‘essary appropriate 
money to cover the ditferene e in yield you could do the same thing 
with the direct veterans’ loan program. 

Senator SparkMan. Let me ask you a question or two about that. 

Your thought is that this would decrease FN MA’s indebtedness to 
the Treasury, it would transfer it over to private holders, and would 
tap sources of funds that the home mortgage market is not tapping 
today. 

Mr. Wetitman. That is correct, sir. 

Senator CLrark. And all outside the budget ¢ 

Mr. Wetiman. And all outside the budget. By congressional pro- 
vision you could insist that the proceeds obtained be put into urban 
renewal and you could do the same thing if you transferred the VA 
direct-loan program to FNMA and used the proceeds obtained from 
that device for a revolving fund on greater VA home loans, which we 
all know is on dead center. 

Senator SparKMAN. It sounds very good, Mr. Wellman, but over the 
last 4 or 5 years, you know, we have been advocating programs some- 
what analogous to that, referring to the handling of GI loans, and 
the use of the great amounts of money that are collected under the 
GI insurance program. 

Mr. Wetitman. But, Senator, my proposal is not a proposal to shore 
up an artificially low interest rate because there isn’t any way in the 
world you can get enough money to do that. My proposal is purely 
a proposal for saying to ‘the Federal Gov ernment, look, get. out of the 
programs the private people can supply the money for. Keep the 
interest rate flexible enough with a ceiling so that private lenders can 
do what they get their charter from the Government for doing. Give 
them the tools to do the job and let’s keep the Federal Government's 
fund available for those special programs, Senator, which we all know 
private investor’s can’t do. 

Senator Crark. You would have to take that pension money away 
from somebody else, wouldn’t you? I know it comes in every month. 

Mr. Wetman. That is correct. 

Senator CrarK. But generally speaking what are the categories in 
which those pension funds have their money invested now; corporate 
securities ? 

Mr. Wetiman. Mostly corporate securities. 

Senator CLarK. This would give housing a break over their strong 
big brother. 

Mr. Wetiman. In my opinion, Senator, this is the only way we are 
ever going to get pension funds involved in the mortgage process be- 
cause : they don’ t want to make the mortgage themselves and they don’t 
want to service them. They like to deal in blocks; and they don’t like 
monthly amortization coming in because they have the problem of 
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investing it. They have all kinds of technical problems which are 
traced back to the nature of the pension fund itself. 

Senator Ciark. Are they buying FNMA debentures now? 

Mr. Wet_mMan. I presume they are. I don’t know whether they are 
or not. Most of the FNMA debentures they have been issued with 
certain exceptions have been relatively short-term debentures. 

Senator Crark. At low interest rates ? 

Mr. WettmaN. No, some kind of high, depending on what the pre- 
vailing market rates were. 

my idea 1s that this kind of a program carried out over a long period 
of time with the reluctance of the Administrator of showing a loss 
removed by congressional provision would “ait you a program that 
could provide funds and would be getting the Government out of an 
area Where I feel we are able to do it. But would be doing it not by 
taking old mortgages and giving them to us, aren by that device say- 
ing, well, you can't lend that money next year because you have 
already bought some loan that was made 10 years ago. 

Senator SparkMAN. By the way, Mr. Wellman, you are, I believe, 
according to your statement, critical of the budget plan to swap out 
the $335 million worth of mortgages for 2.5-percent Government 
funds ? 

Mr. Wetitman. Ian, sir, because I think that, while I agree with the 
principle that the Government should be holding the mortgages, I 
fool that the charter of FNMA said in 1954 that this port folio shall be 
liquidated with as little adverse effect on the mortgage market as 
possible. I maintain if you are going to trade bonds for mortgages 
that are 10 years old, you are going to have an adverse effect on the 
mortgage mi: arket whereas under this proposal I am making you are 
going to be tapping sources of money that aren’t in the mar ‘ket at all. 

Senator SpaRKMAN. You say they are going to be able to trade 

Mr. WettMAn. Because of the loss aspect of it. 

Senator SpaRKMAN. Proceed. 

Mr. WeLitMan. Sir, that concludes my series of proposals. 

Senator SparKMAN. Any questions? 

Thank you, Mr. W ellman, you have given us a most thoughtful 
statement, and we are pleased to have it, all of it. 

Mr. Wertman. Thank you, sir. Iam very happy to be here. 

Senator Crark. I would like to add my appreciation for agg really 
interesting suggestions you seem to come up with every year. I hope 
you will have some more next year. 

Mr. Wettman. Thank you, sir. 

(Mr. Wellman’s prepared statement follows :) 


STATEMENT OF CHARLES A. WELLMAN, CHAIRMAN, LEGISLATION COMMITTEE, 
NATIONAL LEAGUE OF INSURED SAVINGS ASSOCIATIONS 


My name is Charles Wellman. I am executive vice president and managing 
officer of Glendale Federal Savings & Loan Association, Glendale, Calif., and 
chairman of the legislation committee of the National League of Insured Sav- 
ings Associations, in which capacity I am appearing today. 

For purposes of analysis, all Federal aids to housing can be conveniently 
classified into two major categories. Category one consists of those aids which 
increase the consumers’ demand for housing credit such as low down payments 
and longer amortization periods. Category two consists of those aids which 
increase the supply of housing credit, such as contracts of insurance or certi- 
ficates of guaranty. At any time it is the interrelationship between these two 
separate categories within the national economic investment environment which 
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determines the relative success or failure of Federal housing programs. In ap 
economy as vast and diversified as is ours, within which resides such enormous 
discretionary power of choice for producer, investor, and consumer, the possi- 


bility of achieving perfect balance between these two categories for any length. 


of time is extremely unlikely. Therefore the aim of public policy must be 
merely to minimize the degree of the fluctuation, not to eliminate fluctuation 
altogether. 

This committee is considering legislation on housing and community develop- 
ment at a time when residential construction and mortgage lending are at peak 
levels. Between February and December of 1958, the annual rate of private 
housing starts shot up from 915,000 dwelling units to the massive figure of 
1,430,000. This is a percentage rise even greater than that experienced in 1954, 
This 1958 record clearly and dramatically demonstrates that the large poten- 
tial demand of American families for more and better homes can be met when 
there is an ample supply of private savings actively competing for investment. 
While it is true FNMA’s program 10 of last April played an important part in 
this upturn, the large bulk of the funds needed to support such a rapid expan- 
sion in home building has promptly come from the private lending institutions, 

This recent experience, like its comparable experience in 1954, contains more 
than mere historic interest. Indeed, in our opinion, it sharply defines what is 
the critical housing problem of the future, namely, the maintenance of a high 
sustainable level of housing construction in both 1959 and the years ahead pri- 
marily depends upon our ability to maintain and augment the supply of pri- 
vate savings available for residential mortgage investment. Such a desired 
level of residential construction in the future does not primarily depend upon 
measures or procedures to augment the demand for mortgage money. So long 
as private mortgage funds are kept in ample supply, all of us can be reasonably 
certain that this still great demand potential for better housing will become 
effective for the benefit of the consumer and the Nation alike. 

Hence our legislation recommendations solely relate to ways for increasing 
and stabilizing the supply of private housing credit. Underlying all these ree 
ommendations is our deep conviction that the Congress can make its best and 
most important contribution to the housing of America by enacting legislation 
to remove roadblocks and eliminate impediments to the more effective utiliza- 
tion of private capital. Naturally, we fully recognize that there are certain 
special housing programs, such as urban renewal, which at best are partially 
beyond the present reach of private capital and hence require Federal funds. 
It is precisely to free Federal funds for enlarging this type of program which, 
without direct Government support would die on the vine, that we believe 
strenuous efforts to use mure effectively private savings for housing must be 
made. Our national economy is undoubtedly capable of greater performance 
levels than it is now providing. No matter how much higher, however, is its 
level of output, the demands on Federal funds are and will continue to be over- 
whelmingly immense. To us, therefore, it is only mere prudence for the Con- 
gress to reserve Federal financing for those important needs which private 
capital is obviously incapable of meeting. Moreover, the Nation’s housing ob- 
jectives will be served more effectively and met more promptly if Federal 
financing in more adequate amounts is concentrated on a high priority program 
such as urban renewal, instead of being scattered over many programs without 
real impact on any one of them. 

How, then, can the supply of private capital in housing be stabilized and 
augmented? The savings and loan system is the greatest single source of private 
savings available for residential construction in the Nation. By statute, and 
properly so, the overwhelming bulk of the savings which we attract must be 
made available for the promotion of home ownership. We do not shift the 
stream of the public’s savings which we receive as do many other investors— 
first into one investment channel, then into another, and still into a third. 
Therefore statutory measures which tend to increase the size and the volume 
of that stream of private savings automatically increases the supply of private 
investment which goes into current home-mortgage lending. Increasing the 
insurance coverage of the Savings and Loan Insurance Corporation of savings 
accounts in insured savings and loan associations will obviously increase the 
comparative attractiveness of such a savings media. 

For our first recommendation, therefore, we respectfully request this com- 
mittee give serious consideration to raising the maximum insurance coverage 
on savings accounts in savings and loan associations from the present level of 
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$10,000 to $20,000. Moreover, simple equity dictates that such an increase 
should also be granted to the Federal Deposit Insurance Corporation. 

Second, the present operations of the Federal Home Loan Bank System should 
be improved to provide for increasing the volume of private investment available 
for residential construction. At the present time this Bank System has a capital 
and net worth of approximately $900 million. This sum, wholly raised within or 
earned by the System, has an enormous leverage potential. There is no question 
the Bank System has performed an essential and valuable service, enabling its 
member institutions to borrow funds to meet unexpected withdrawals, seasonal 
demands for mortgage loans, as well as to expand mortgage lending programs 
in rapidly growing areas. The banks, so far, have to a very limited extent, 
tapped the general money and capital markets for the benefit of home financing 
by issuing their own unguaranteed obligations to private investors. But these 
banks could perform an even greater service for home-financing needs if the 
Congress authorized the establishment of a secondary market facility within the 
Bank System. Such a facility would be empowered to buy, hold and sell quali- 
fied mortgages and to issue obligations secured by these mortgages to private 
investors. Through this device additional pools of capital can be channeled 
into the financing of homes. This proposed facility would in many ways dv for 
conventional mortgage loans what FNMA has been doing for insured or guaran- 
teed loans but would do so entirely with private financing. 

This additional power to buy, hold and sell qualified mortgages should not be 
construed as a substitute for the existing statutory powers in the regional banks 
to advance funds to member institutions. Such additional powers would merely 
supplement and augment the traditional device of borrowings. Savings and 
loan associations which have sound lending opportunities in excess of local sav- 
ings funds are naturally reluctant to go excessively into debt by using long 
or short term advances offered by the Bank System. Such additional authority 
would provide a device for mobilizing in the interest of home financing a small 
portion of the funds accumulating now in the rapidly growing pension funds. 
Essentially such a facility would use both a portion of the regional banks’ capital, 
as well as an acquired mortgage as backing for a security instrument, the pur- 
chase of which would permit a long-term investor to enjoy the yield benefits of a 
mortgage without the inhibiting burdens of originating and servicing mortgages. 
Provision for such additional statutory power for the Bank System should not, 
however, adversely affect in any way the ability of the present system to meet 
the liquidity requirements of its member institutions. To avoid this possibility, 
it would appear to us therefore better to grant authority to the Federal Home 
Loan Bank Board to create a separate corporation, the sole function of which 
would be such secondary operations rather than to continue such operations 
within the existing regional bank framework. 

Under such a grant of power the Bank Board would have the capacity to call 
upon the regional banks for pro rata stock contributions as needed, up to a maxi- 
mum of $50 million or $75 million. Such stock purchases should be treated as 
permanent investments by these regional banks, so that the capital structure 
of the secondary facility would always be as strong as possible. Use of the 
facility should obviously be restricted to member institutions, since they are the 
ones who at least indirectly are supplying the capital. Use of the facility would 
always require the payment of fees and charges and in addition even a modest 
capital contribution. Stock purchase requirements for the use of the facility, 
however, should be kept at a modest level, thus avoiding excessive capitalization 
with its consequent drain on earnings, which better belong in the capital struc- 
ture as net worth. Such a corporation would have express authority to pur- 
chase participating interest in qualified mortgages as well as to purchase mort- 
gages outright. Use of this technic of participation would do much to minimize 
the necessary underwriting burden of the facility. 

In addition to increasing the flow of funds, either directly or indirectly into 
the savings and loan system and consequently into home financing, there are 
certain present impediments which now adversely affect the flow of funds within 
the System. We therefore make the following recommendations for the modi- 
fication of these impediments without the sacrifice of the safety of the public’s 
funds entrusted to us. Under the present statute the volume of residential 
income loans, other purpose loans, and participation in single-family home 
loans beyond 50 miles which savings and loan associations may hold is limited 
to 20 percent of their assets. The application of this single limitation to both 
Tesidential income loans and participation loans beyond 50 miles constitutes 
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a real impediment to the flow of funds, particularly in those associations located 
in large metropolitan eastern centers. In our opinion, therefore, this limitation 
should be liberalized. Such liberalization, however, should not extend ifs 
benefits beyond present existing limitations on other purpose mortgages. We 
therefore recommend that savings and loan associations be granted a separate 
20 percent of assets category which shall be limited to participation loans of 
single-family residences, residential income units, or urban renewal projects 
under such rules and regulations as the Bank Board may prescribe and gnb- 
ject to the further provision for specific authority in the Bank Board to pre 
scribe limits within the original 20 percent of the proportion of other purpose 
loans which an individual association may hold. Such an amendment to the 
existing statute would modify an existing impediment to the flow of funds 
into residential financing without simultaneously encouraging an expansion 
of other purpose loans. 

As the price of raw land has rapidly increased in our metropolitan areas 
and municipalities have increased requirements for off-site improvements, the 
capital burden on the small builder has mounted. As a first step, however, 
in meeting this problem of capital for the small builders, we suggest that 
Federal savings and loan associations be permitted to make limited loans on 
unimproved land, the purpose of which loans shall be the improvement of such 
land for subsequent residential construction. The amount and the terms on 
which such loans shall be made shall be subject to such rules and regulations 
as the Federal Home Loan Bank Board shall prescribe. This change in existing 
Statute would help in removing another impediment in the flow of funds within 
the System for home financing. 

These, then, are our two recommendations for the modification of existing 
impediments. Together with the previous recommendations for augmenting 
the flow of private savings into our institutions, they constitute a_ specific 
program of action for augmenting as well as stabilizing the flow of private 
capital into home construction and home financing. 

Even more basic, however, to this entire problem of an ample supply of pri- 
vate funds is the persistent problem which has been with us for so long, namely, 
whether or not certain classes of home buyers shall pay less than the going 
interest rate for private mortgage funds. Inextricably involved in this major 
problem has been a host of associated problems. For example if such selected 
borrowers are not to pay the going market rate, what rate shall they pay? 
Furthermore, if the fixed rate is to be something less than the market rate, 
where is the supply of credit to be found which will deliberately seek out bor- 
rowers and extend credit at less than the market rate? And finally, if the mar- 
ket place which normally determines the rate is to be specifically rejected as 
the mechanism for allocating credit, what practicable substitute is available? 
It seems to us that the time is long overdue for the entire mortgage financing 
industry as well as the public and the Congress to face this problem candidly 
and openly. As the predominant force in private home financing, we feel an 
inescapable obligation to deal with this issue. 

At the outset it should be made clear that there is nothing inherently im- 
proper or immoral for the Congress of the United States to declare that it is 
in the interest of the public that some classes of persons should be able to bor- 
row funds at an interest rate which at times at least may be below the going 
market rate. This, however, as we all well know, has not and does not end the 
problem. Indeed in a free economic system, such a declaration of policy ob- 
viously does not produce the necessary credit. The Congress must go further 
and see that credit is made available to prevent the declaration of policy from 
being meaningless. Certainly it is obvious that mere exhortation is not enough. 
The Congress must therefore do one of three things to implement its decision. 

First it can order certain financial institutions to extend credit at such a fixed 
rate as the price of the continued existence of such institutions. Second, it 
can pay the difference between the fixed rate and the going rate to financial 
institutions as an open subsidy. Third, the Government can extend the credit 
itself, obtaining the necessary funds either by taxation or by the use of its 
own credit. Now each of these three methods has a price tag attached. In- 
deed the size of the price has a profound effect on the desirability of the poliey 
of granting special rate concessions to certain classes of borrowers. To use al 
absurd illustration, for the Government to declare that veteran borrowers should 
be able to obtain mortgage credit at an interest rate of no more then 1 nercent 
per annum might be a suitable gesture but the financial cost of such a policy if 
there were to be any supplied would be simply enormous. 





Now 
have fi 
rowers 
private 
ever W 
pecaus 
author’ 
at the 
market 

More 
eyelica 
finance 
unreal 
sion of 
totally 
are no 

Beca 
make | 

Firs 
fluctu: 
This i 
enoug!] 
for the 
This s 
mortg: 
means 
his no 

Sec 
the st 
the ne 
discre 
ments 

In | 
neede 
throu 
dema} 
dema 
comp! 
lendil 
up in 

No 
of co 
the I 
FNM 

proxi 

rowil 
corpe 
loans 

Obvi 

these 

only 
home 


HOUSING ACT OF 1959 645 


Now how, in the light of these principles, have we actually operated? We 
have first fixed interest rates specifically by statute for certain classes of bor- 
rowers under certain Federal housing programs. This has worked well when 
private capital has been in ample supply, such as in the year just ended. How- 
ever when that fixed rate has fallen a sufficient distance below the going rate 
pecause of general economic and monetary conditions, the Congress has had to 
authorize the extension of public credit to avoid a total drying up of credit 
at the fixed rate. The result is the Government has had to go to the capital 
markets itself and borrow the needed fnuds. 

Moreover, this pattern has always happened during periods when contra 
cyclical fiscal policy concisely dictated the exact opposite course for government 
fnances. Moreover, and perhaps more important, this attempt to shore up an 
unrealistic rate by the use of the Government’s own credit has meant a diver- 
sion of Federal funds away from those areas of need where Federal funds are 
totally indispensable, such as in urban renewal, to areas where Federal funds 
are not indispensable except by virtue of an unrealistic interest rate. 

Because the answers we have found so far are patently unsatisfactory, we 
make the following recommendations: 

First, grant the Administrator of Veterans’ Affairs the same authority to 
fluctuate interest rates on VA loans as the FHA Commissioner now possesses. 
This is not a free interest rate; there is a statutory ceiling but it is set high 
enough and there is sufficient administrative discretion to minimize the necessity 
for the use of public credit in an area where private credit should be sufficient. 
This still provides a direct benefit to the veteran, for the absence of the mutual 
mortgage insurance premium of % to 1 percent per annum on the VA programs 
means the veterans is still obtaining funds at a cost of % to 1 percent less than 
his nonveteran neighbor. 

Second, utilize this same concept in all federally sponsored programs, fixing 
the statutory rate ceiling high enough to avoid, except in extreme emergencies, 
the necessity of subsidy by granting the administrator of the specific program 
discretionary power to lower the rate consistent with the current credit develop- 
ments. 

In addition to these principles for minimizing the volume of public funds 
needed for home financing, we respectfully submit to the committee a program 
through which Federal funds can be freed by meeting more fully the financing 
demands of community development, especially urban renewal, without further 
demands on the Treasury. This program would provide prompt and more 
complete substitution of private capital not now used in residential mortgage 
lending for the Treasury funds which now apparently are irrevocably locked 
up in the management and liquidation portfolio of FNMA. 

No new legislation is required to accomplish this objective but a declaration 
of congressional intent would certainly be most helpful. At the present time, 
the FNMA management and liquidation portfolio is in excess of $2 billion. 
FNMA’s funds obtained from private investors against this portfolio total ap- 
proximately $800 million. The remainder of these holdings is financed by bor- 
rowings from the Treasury and the Federal Government’s investment in the 
corporation itself. The great bulk of this portfolio consists of VA and FHA 
loans of earlier vintage, bearing an interest rate of from 4 to 4% percent. 
Obviously then FNMA could reduce or retire its Treasury borrowings if it sold 
these mortgages to private lending institutions. But such sales would not 
only involve a capital loss of a substantial size but would also restrict the new 
home activities of the private institutions who purchased those existing mort- 
gages. 

This same criticism must be made against the proposal contained in the 
President’s budget message which provides for the exchange of these mortgages 
for Government bonds and the retirement of the exchange bonds. Obviously, 
only institutions now engaged in the mortgage lending process will make this 
exchange. Thus the amount so exchanged will be effectively removed from the 
flow of new mortgage financing. There is, however, another way for FNMA to 
retire its Treasury borrowings more promptly. This is to accelerate the substi- 
tution of FNMA’s notes issued to the Treasury by longer term obligations issued 
to private investors. This substitution has already occurred to some extent. 
However, it could be completed more promptly and without interference with 
hew mortgage lending if these obligations were sold to the rapidly growing pen- 
sion funds. For various legal and technical reasons, pension funds have been 
and likely will continue to be extremely slow in investing directly in mortgages, 
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even Government-underwritten mortgages. However, they are perfectly geared 
to the purchase of coupon securities with a long maturity, provided the rate on 
such securities is competitive. It seems to us, therefore, that the sale of FNMA 
obligations to pension funds, perhaps by direct placement, is the most practical 


means of drawing pension funds into the housing field, of reducing the Treag- - 


ury’s burden, and at the same time of avoiding interfering with the flow of hew 
private funds for home financing. Such a procedure will conform to the require- 
ment in the 1954 charter of FNMA to manage and liquidate its then existing 
portfolio “in an orderly manner with a minimum of adverse effect upon the home 
mortgage market.” The Federal Treasury's financial involvement in mortgage 
holdings could be even further reduced by legislation providing for the transfer 
to FNMA of the several hundreds of millions of dollars in direct veterans’ home 
loans made by the VA. FNMA under this proposal could issue additional obli- 
gations to pension funds backed by this portfolio and retire the Federal Goy- 
ernment’s investment in direct VA loans. The funds obtained from the orderly 
liquidation of the FNMA portfolio could by congressional action be made avail- 
able for investment in urban renewal programs and the funds obtained from 
the direct VA loan program could be used to continue this program without 
Federal funds. 

In view of current and prospective conditions in the money market this pro- 
posed program will unquestionably increase the total cost of borrowed funds to 
FNMA and will seriously reduce FNMA’s net income. Indeed it may even entail 
net losses. The possibility of losses, however, was clearly recognized in the 1954 
charter for Fanny May, which under the clause already mentioned, provided 
for liquidation not only with minimum adverse impact on the home mortgage 
market but also “with minimum loss to the Federal Government.” The reserves 
and the undistributed earnings of the association in its management and liquida- 
tion operations exceed $100 million. Consequently, FNMA is in a position to 
absorb some losses without direct subsidy. Losses which exceed the net worth 
of the Association, however, for this portion of its assets, would have to be made 
up by the Treasury. We suggest that all face up to the probabilities of losses 
for the sake of freeing Federal funds for the use in other programs in which 
direct Federal support is more essential. An instruction by the Congress to 
FNMA along these lines would help overcome the natural reluctance of the 
excellent management of the Association to engage in financial operations which 
may entail some loss. While no one can predict the course of the money market 
in the next few years, it is most unlikely FNMA will be able to sell in the 
foreseeable future any substantial volume of these loans without loss or without 
serious impairment of new lending. By drawing on pension funds for this pur- 
pose, a new and rapidly growing pool of savings would at least indirectly be 
tapped in the interest of housing and community development, a source of funds 
which otherwise would not be available at all or only in such dribbles that little 
benefit could be derived from it. 

This concept could well be applied to other programs in addition to the direct 
loan program of the VA. 

It is our profound conviction that we need new and imaginative approaches 
to this overall problem of Federal credit and private credit. Basic to our entire 
testimony is the resolute belief that public credit would be utilized in the home 
financing field only when all alternatives for the use of private credit have proved 
unsuccessful. 


Senator Sparkman. Mr. Irvin Lechliter. We are glad to have you 
with us. You represent the American Veterans Committee. 


STATEMENT OF IRVIN LECHLITER, EXECUTIVE DIRECTOR, 
AMERICAN VETERANS COMMITTEE (AVC) 


Senator Sparkman. We have your statement. You may read it or 
put it in the record and you can discuss it orally, either way. 

Mr. Lecutrrer. Thank you, Mr. Chairman; I should tell you that 
my name is Irvin Lechliter and I am the national executive director 
of the American Veterans Committee, an organization composed of 
veterans of World War I, and World War II, and Korea. 
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We are grateful for the opportunity to present testimony to your 
distinguished committee. My testimony will be brief and, aside from 
a comment on AVC’s position concerning veterans housing, I shall 
confine my remarks to two general areas in which we think Federal 
housing legislation needs most to be improved—low-rent housing and 
urban renewal. 

At the outset may I record AVC’s vigorous opposition to any legis- 
lation which might result in any further increase in the interest rates 
charged veterans for GI guaranteed mor tgage loans. 

I heard earlier this afternoon the testimony of the gentlemen from 
the Veterans’ Administration on this subject and if I may be per- 
mitted to do so, I should like to inform the committee that the Ameri- 
can Veterans Committee at its last convention passed a resolution 
against increasing the GI rate of interest and suggested instead that 
the Secretary of the Treasury invest up to 25 percent of national serv- 
ice life insurance premium reserves in VA guaranteed GI mortgages 
to provide supplementary financing in this field. 

I realize after hearing you, Mr. Chairman, that the committee has 
no jurisdiction in this particular field, but I thought it worthwhile 
to tell you that at least AVC is not in the position of advocating no 
increase in interest rates without having something that might possi- 
bly be offered as an alternative to an increase. 

I should also like to inform the committee that AVC at its 1958 
annual convention took the position that the veterans housing pro- 
gram must eventually be integrated into the Federal Housing Admin- 
istration with a view to eliminating the duplication of administrative 
costs for both programs. We do not specifically suggest such legis- 
lation in this session of the 86th Congress but we do suggest that your 
committee might wish to begin soon a study of such integration with 
a view toearly implementing legislation. 

Turning now to proposed lecisl: ation which your committee will 
report out in the near future, the American Veterans Committee has 
noted with dismay the failure of the administration’s housing pro- 
gram recently sent to Congress to include new authorizations for pub- 
lic housing, thus insuring the extinction of that program when its 
present authority expires on June 30, 1959. We believe that among 
other things implicit in the election returns of November 1958 was 
amandate from the voters for a permanent low-rent housing program 
and a substantial increase in the number of units to be constructed. 

With all due respect to you, Mr. Chairman, we should like to point 
out that we think S. 57 takes too small a step in this direction since 
it merely extends the two existing authorizations of 35,000 units each 
and provides for 17,500 additional units, or a total of only 57,000 
units in addition to those now under construction. 

S. 193, on the other hand, would restore the original provisions of 
the Honsing Act of 1949 which provides for the construction of 810,000 
low-rent dwelling units. We understand of those units authorized, 
some 370,000 have been constructed, are under construction, or under 
contract. 

Theoretically, then, under the 1949 act a balance of approximately 
440.000 units might still be constructed. However, it is estimated 
that, at current levels of construction costs and prevailing interest 
rates, not more than an additional 190,000 units could be constructed 
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under the 1949 authorization. This we think is a considerably more 
realistic approach to low-income housing needs than the 57,000 units 
contemplated by S. 57. 


However, in AVC’s view, the 190,000 units called for by S. 193- 


would provide only a small program in relation to the need. The 
delegates to our 1958 national convention included in our platform on 
national affairs a resolution calling for a minimum of 100,000 public 
housing units annually for a substantial number of years and we 
respectfully urge this committee to increase the authorization called 
for in S. 193 to provide 100,000 new public housing units annually 
for a period of at least 10 years, a period equal to that proposed for 
urban renewal capital grant authorizations by 8. 193. 

And may I add here that our national affiairs platform also calls 
for the raising of maximum family income limits for public housing 
tenants to reasonable levels. Section 202 of S. 193 would appear to 
meet. this need by delegating the responsibility for setting income 
limits to the local housing authorities who know far better than a 
centralized Federal agency the needs of their respective localities. 

Another resolution adopted by AVC at its 1958 convention called 
for “effective relocation of families and businesses displaced by hous- 
ing projects and urban renewal.” The problem of middle-income 
housing for those families displaced by at renewal, highway, and 
other governmental programs, seems certain to become more critical 
with the advancement of those programs, and we respectfully urge 
that this year’s housing legislation include an effective relocation 
housing program for middle-income housing for those displaced fami- 
lies with incomes too high for admission to public housing and too 
low for acquiring decent private housing. 

With respect to urban renewal, AVC regards 8. 57 as totally inade- 
quate in terms of the annual amount and number of years of capital 
grant authorizations. S. 193 would provide for 10 additional capital 
grant authorizations of $600 million each, with discretionary power 
in the President to increase any annual authorization by $150 million. 
AVC believes this provision in S. 193 more realistically recognizes 
the need for urban renewal assistance as reflected in the present rate 
of applications for projects. 

In other respects AVC would be generally in accord with the urban 
renewal provisions of S. 193. 

In conclusion, may I call the attention of the members of the com- 
mittee to a portion of AVC’s 1958 housing platform which urges that 
housing projects be constructed to include at least some units for 
occupancy by the aged and disabled such as paraplegics. Housing 
relief for the elderly contained in both S. 57 and S. 193—mortgage 
insurance in title II of S. 57 and in the policy statements on public 
housing in both bills—has AVC’s full support. However, we find 
in neither bill any requirement that housing projects be constructed 
to include some units for occupancy by the disabled, including para- 
plegics. We urge that such a provision be incorporated in the pro- 
posed housing legislation which will be reported to the Senate by this 
committee. 

Senator Sparkman. Mr. Lechliter, I am interested in your second 
to last sentence about occupancy by the disabled including aged and 
paraplegics. You know we do have a housing program for 
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paraplegic veterans. I do not recall that it applies to nonveterans, 
but there is such a statute on the lawbooks; it has been there now for— 
I believe it is since 1948. 

Mr. Lecuurrer. I am aware of that, but I think we have 

Senator SparKMAN. I was the sponsor of the legislation. 

Mr. Lecuutrer. Yes, sir. You are to be commended for it, Senator 
Sparkman, but we are thinking in terms of housing to include all 
paraplegic s. 

Senator SparKMAN. I think there is merit in your suggestion. 

I appreciate your statement. I followed it with interest. I think 
it is a very good statement. I have no eee: to ask you. 

I note your recommendations with reference to S. 57 and other bills. 
You know, of course, that S. 57 at the time I introduced it was ex- 
plained as being almost in line with the bill that had already passed 
the Senate. 

Mr. Lecuurrer. That I understand. 

Senator SparkMAN. Therefore, likely to go through without too 
much trouble. 

Mr. Lecuurrer. And I am offering our suggestions because we 
would hope that your committee might start out on a little more ambi- 
tious scale—we are hopeful that with the complexion of the new Con- 
gress we might get an even better housing bill. 

Senator SparkMAN. We appreciate your statement very much. 

Mr. Lecuurrer. I appreciate very much the courtesy of the commit- 
tee in hearing me. 

Senator SparkMAN. Thank you, sir. 

Mr. Boyd? 

Off the record. 

(Discussion off the record.) 

Senator SparKMAN, On the record. 

Before we recess the committee I have a statement by the American 
Hospital Association, Kenneth Williamson, associate director; and a 
statement by Mr. Henry A. Bubb, legislative chairman of the United 
States Savings & Loan League. Both of these statements will be 
placed in the record. 

(The statements follow :) 


STATEMENT OF THE AMERICAN HOSPITAL ASSOCIATION BY KENNETH WILLIAMSON, 
ASSOCIATE DIRECTOR 


Iam Kenneth Williamson, associate director of the American Hospital Asso- 
ciation. This association isa voluntary, nonprofit membership organization with 
about 7,000 members, including the a majority of all types of hospitals. 
Among these are over 90 percent of the Nation’s general hospital beds. Last 
year the Nation’s hospitals admitted more than 22 million patients. Our pri- 
mary interest—and the reason for the organization of this association—is to 
promote the public welfare through the development of better hospital care for 
all the people. 

We appreciate the opportunity of presenting this statement for the record 
expressing our interest and views with respect to the various housing bills which 
are under consideration by this committee. To simplify this statement we have 
confined our comments primarily to S. 57. 

This statement is devoted to three areas: 

(1) The student nurse and intern housing provisions of the college housing 
program. 

(2) Housing for the elderly. 

(3) Federal mortgage insurance for proprietary nursing homes. 


35482—59——42 
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Following each of the subject matters outlined, we have set forth specific 
recommendations which we submit for the earnest consideration of thig 
comunittee, 


STUDENT NURSE AND INTERN HOUSING 


In the 2 years the student nurse and intern housing program has been in 
existence, progress has been made in providing better housing for these 
students—not as much as we would like to have seen nor as much as could have 
been made. 

The program presents a desirable and practical approach to reduce substan- 
tially the critical shortage of professional nurses which now confronts the 
Nation by providing housing for needed students. 

At present, schools of nursing are not graduating enough professional nurses 
to keep pace with our explosive population growth. When coupled with the 
expanding demands of the public for additional health services, an already bad 
national shortage is becoming increasingly critical. 

By 1970, these schools should admit annually 75,000 new students and graduate 
not less than 48,000. Current data indicates that for 1958, new admissions stand 
at 46,600 and graduates at about 29,000. This is far short of the goals which 
must be reached. 

It will undoubtedly be of interest to the committee to know that in 1958 there 
were in the United States 1118 schools of nursing. Of these, 924 were hospital 
schools of nursing, 166 college or university schools and 28 junior college (2-year 
schools). 

To achieve 1970 goals, nursing schools must now start to increase their annual 
admissions. Since approximately 85 percent of all professional nurses are 
trained in hospital schools of nursing, it is clear that most of the increase needed 
must come through increases in the enrollments of these schools and in the estab- 
lishment of new ones. This means that adequate housing must be provided to 
make these increases possible. The problem, however, is not solely in terms of 
increases: the ability of some schools even to continue in operation will be con- 
ditioned by the provision of better housing than their present inadequate and 
antiquated facilities. 

The 1957 nationwide survey of this association developed that hospitals had a 
need substantiaily in excess of $150 million to construct housing for student 
nurses and medical interns. We found that housing constituted a _ serious 
bottleneck in the ability of the nursing schools to increase their enrollments, and 
that inadequate and insufficient housing was an important factor limiting the 
size of the classes which nursing schools could admit. 

The student nurse and intern housing program also helps solve an obstacle of 
increasing concern affecting internship—an essential link in the education of 
physicians. Since the proportion of interns who are married has reached about 
85 percent, housing has become a decisive consideration in the acceptance of 
many internships. Suitable quarters for the intern and his family frequently 
become all important. Lack of them results in some hospitals failing to fill their 
quotas, as the output of medical schools is increased the problem will, of course, 
be intensified. 

Interns are available on call at any hour—day or night. If their families can- 
not be housed on the hospital grounds, it requires them to maintain homes else 
where. This added housing cost imposes great economic hardship on the interns 
and their families, and has important bearing on the attractiveness of the offered 
internships. While this program of itself does not increase the number of in- 
terns, it will provide the housing needed for interns coming from the new medical 
schools which are needed. 

Hospitals generally are unable to finance the construction of such housing 
through loans carrying prevailing high commercial rates and would not be helped 
by a Government guarantee of such loans. Their need is for a long-term, low- 
interest loan program as is made possible in the student nurse and medical intern 
housing program. This enables hospitals to build the necessary facilities in 
which to house their student nurses without increasing unduly the already heavy 
cost of nurse education. 

Our survey also disclosed that if such a program had funds available com- 
mensurate with national needs, such housing could be constructed and a sub- 
stantial inroad into the problem of nurse shortages could be made. Hospital 
after hospital stated that if it had adequate housing, it could increase its en- 
rollment materially. 
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We welcomed congressional enactment of the student nurse and medical intern 
housing program. It stands for a recognition of the role of hospital schools as 
educational institutions, especially in the education of nurses and medical in- 
terns, and of the needs of these schools for housing. But we have consistently 
expressed concern that the fund of $25 million was far too small to meet the 
need. Unfortunately, the experience under the program has borne out our 
fears. The first act of the administration was to reduce the amount to be made 
available still further to $22.9 million, and the subsequent diversion of additional 
nillions by the Housing and Home Finance Agency has not improved this 
situation. 

This association is greatly concerned that this program is not being developed 
as it should be—and indeed as it can be—to meet the Nation’s rapidly expanding 
demands for more professional nurses to provide necessary health services, to 
aid in research, to staff public health programs and to meet essential manpower 
requirements of government, industry and others. Instead it has been burdened 
from the outset with restrictions on hospitals considerably more severe than 
those imposed on other borrowers under college housing. 

Even if some of the restrictions may in fact be explained on the grounds of 
the inadequacy of the $25 million and the need to sp:ead this sum over as many 
states and as many projects as possible, such explanation becomes more than 
somewhat illogical in light of the HHFA’s action to divert a substantial part of 
this sum to other purposes. 

This action, we felt, was profoundly shocking in the face of the legislative his- 
tory of this program, which made it abundantly clear that the $25 million fund 
was specifically earmarked for the exclusive use of housing for student nurses 
and medicai interns. 

Attached hereto for the information and consideration of this committee are 
copies of the exchange of correspondence I had with the HHFA, registering 
vigorously our protest of this action and the Agency’s reply. Attached also is 
a memorandum outlining the legislative history of section 601 of the Housing 
Act of 1957, amending title IV of the Housing Act of 1950. 

This association cannot accept the Agency’s statement that no reservations 
were denied to hospitals because of lack of authorization. The total amount of 
hospital loan applications has so greatly exceeded the total authorization that 
this, in and of itself, would have brought about a denial of a substantial nuim- 
ber of applications. Denial of additional reservations, withdrawals, and even 
failure to submit applications can be directly attributed to the excessive re- 
strictions adopted by HIIFA on hospital applications. One restriction in par- 
ticular, requiring hospitals to scale down their project applications before they 
will be given consideration has had a most discouraging effect on many hos- 
pital schools who are in great need of financial assistance to construct neces- 
sary housing for their students. 

The continuation of this program depends upon an increase in the loan an- 
thorization for student nurse and intern housing. We urgently request this 
committee to increase the authorization for this program to a level commen- 
surate with existing national need. Specifically, we believe that our nationwide 
survey which we brought to the attention of this committee in 1957 amply 
demonstrates that the authorization should be raised to $150 million. 

We also ask this committee to take action making it impossible for the Hous- 
ing and Home Finance Agency to divert for any other purposes funds Con- 
gress makes available for student nurse and intern housing: 

We also ask this committee to amend the college housing legislation to re- 
quire the appointment by HHFA of an advisory council on student nurse and 
intern housing. This council should be composed of persons familiar with 
the financing of hospitals and of hospital operations. This council, we believe, 
would lead to a more effective administration of this program. Experience 
reflects that a better understanding of hospital financing by the administering 
agency is greatly needed and this understanding would be brought by the ap- 
Pointment of an advisory council. The fact that hospitals are required to 
finance from other sources such a disproportionately large share of construc- 
tion costs than other borrowers under the college housing program, clearly 
points to the fact that consultation with persons familiar with hospital financing 


would have proved most helpful. 
HOUSING FOR THE ELDERLY 


We were particularly interested in the section of the housing bill introduced 
in the House, H.R. 2357, by Congressman Rains, pertaining to housing for the 
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elderly, which would authorize the HHFA Administrator to make loans to 
private nonprofit corporations for the provision of rental housing and related 
facilities for elderly families and elderly persons. 

This proposal is one of importance not only to provide for the housing needs 
of such persons, but bears an important relationship to meeting their health 
needs. The shortage of good housing for elderly persons results in a great 
many of them being housed in various types of custodial and nursing home fa- 
cilities, even though they may not have a particular need of health services 
at the time. We believe that provisions of good housing, including infirmary 
facilities, would provide an economic means of meeting a major problem of old 
age and reduce the admission of many elderly persons to health facilities and 
related facilities when they do not require such care. 

We would, therefore, urge this committee to incorporate the provisions of 
title II, housing for the elderly, of H.R. 2357 into S. 57 with one exception: 
this legislation should not make possible the construction of hospitals. We ask 
that clause A of section 204(8) be amended accordingly. 


FEDERAL 





MORTGAGE INSURANCE PROGRAM FOR PROPRIETARY NURSING HOMES 


Our aged population is growing rapidly and in future years the total number 
of persons 65 years of age and over will be of such proportions as to cause 
grave consequences unless we now start to plan thoughtfully. One of the major 
needs of aged people is for adequate health facilities. Nursing homes properly 
constituted are health facilities and not custodial institutions. As_ health 
facilities nursing homes will play an important part in meeting the overall 
health needs of the population. We recognize that at the present time the 
great majority of institutions called “nursing homes” are operated as proprietary 
institutions. 

At the present time the Federal Government, through the Hospital Survey 
and Construction Act, is assisting in the construction of nonprofit nursing homes 
and is in this connection serving in a most important way to establish standards 
for their construction and to insure their operation as health facilities in order 
to best meet the needs of the population. 

We believe it is generally desirable at this time, because of the present short- 
age of nursing home facilities to provide health care for aged persons, and in 
the public interest, for the Federal Government to participate in financing, 
through a mortgage insurance program, the construction and renovation of 
proprietary nursing homes. 

We therefore support title II, section 201 of S. 57, limited to proprietary 
nursing homes, with the following amendments: 

(1) We believe it is essential that the definition of “nursing home” be ex- 
plicit and avoid any confusion or duplication with the Federal Government's 
participation in the construction of other health facilities, and that it not 
complicate definitions already adopted by the Federal Government and the Hill- 
Burton agencies in every State. The term “nursing home” as used in section 201 
could be construed so as to encompass a wide scope of health facilities covering 
not only those facilities generally considered to be appropriate to nursing homes, 
but including chronic disease facilities, rehabilitation facilites. In fact we 
believe the language is so broad that it can be construed to include hospitals. 

These objections, we believe, can be overcome with the following changes in 
the present language of the bill: 

“The term ‘nursing home’ means a proprietary facility, licensed or regulated 
by the State, for the accommodation of convalescents or other persons who are 
not acutely ill and not in need of hospital care but who require skilled nursing 
care and related medical services in which such nursing care and medical 
services are prescribed by, or are performed under the general direction of, 
persons licensed to practice medicine or surgery in the state.” 

We wish to point out paticularly the importance in this definition of requiring 
that an institution using the title “nursing home” must provide essential health 
services in such a way as to protect the public interest. 

(2) We believe the Federal Government through the Federal grant-in-aid 
program established a most important principle of requiring State surveys and 
determining the need for health facilities as a basis for making the construction 
of such facilities possible, as well as providing standards for safety and con- 
struction. We believe this bill should provide that no mortgage guarantee can 
be made for the construction or renovation of proprietary nursing homes unless 
certification of the need for the facility is first obtained from the State Hill- 
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Burton agency, and the facility is constructed in accordance with standards 
as provided for in the Hospital Survey and Construction Act. 

We urge the committee therefore to adopt the following language to accom- 
plish these objectives : 

“The Commissioner shall not insure any mortgage under this section unless he 
has received, from the State agency designated in accordance with section 612 
(a)(1) of the Public Health Service Act for the State in which is located the 
nursing home covered by the mortgage, a certification that there is a need for 
such nursing home and that the facility will be constructed or renovated in 
accordance with standards prescribed under the Hospital Survey and Con- 
struction Act.” 

The above language with respect to certification of need is identical to that 
in H.R. 2357, and in addition it provides that standards of construction, called for 
inan existing Federal-State program, must be met. 

(3) Section 201, we note, provides that the Commissioner may in his discretion 
regulate charges and methods of operation. We are as a matter of principle 
opposed to legislation granting to the Federal Government the authority to 
regulate charges and therefore to be able to intervene in the operation and 
administration of any health facility. We believe that if the loan is made on 
the basis of the determination that the facility to be constructed is a good risk 
in the first instance such a requirement should be unnecessary. 

May I express to you, Mr. Chairman, our deep appreciation on behalf of the 
American Hospital Association and its members for the opportunity of present- 
ing our views on this important legislation. Thank you. 


AMERICAN HOSPITAL ASSOCIATION, 
Washington, D.C., October 17, 1958. 


Mr. ALBERT M. COLE, 
Administrator, Housing and Home Finance Agency, 
Washington, D.C. 


Dear Mr. Cote: We are shocked to learn from your college housing status re- 


port for September 1959, that your Agency has diverted to other uses funds made 
available by Congress to meet pressing needs of hospitals for the housing 
of student nurses and medical interns. The history of the legislation, outlined 
in the enclosed memorandum, makes abundantly clear that the funds were in- 
tended to be devoted to this purpose and to no other. 

This association, you will recall, in behalf of the hospitals of the country and 
in order to help meet an urgent need, called to the attention of Congress an 
acute deficiency in the housing available for student nurses and for medical in- 
terns, a deficiency which has imposed a serious limitation on the training of 
health personnel. We urged the passage of legislation which would make hos- 
pitals with approved educational programs of these kinds eligible for funds 
under the college housing program. In the Housing Act of 1957, the Congress 
enacted such legislation and made available a sum of $25 million. 

The action of your Agency in committing some $7 million of this sum (and 
by now, perhaps more) to borrowers other than hospitals flies in the face of re- 
peated statements in Congress that the $25 million was intended to be ear- 
marked for hospitals. This action has been taken in spite of the fact that the 
entire $25 million would be wholly inadequate to meet the need of hospitals— 
a fact attested by the action of the Senate and of the House Committee on 
Banking and Currency, in the last session of Congress, which would have in- 
creased the funds available for hospitals to $75 million (a figure still far short 
of the total need that has been documented). 

Your Agency did not support the inclusion of hospitals among the educational 
institutions eligible for loans, and it is our belief that the Agency’s administra- 
tion from the start has reflected its lack of sympathy for the participation of 
hospitals in the program. You have declined to follow our suggestion that you 
draw upon the advice of persons familiar with hospitals and their needs, a sug- 
gestion which we believe would have led to a more effective use of the all-too- 
limited funds. Restrictions have been imposed on hospitals in respect to the 
amounts of individual loans considerably more severe than these imposed on 
on other borrowers, a discrimination that has been explained to us as necessi- 
tated by the inadequacy of the $25 million and the need to spread the funds 
over as many States and as many projects as possible. Even assuming that 
this would have been the best use of the funds, the explanation becomes some- 
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what disingenuous in the light of your Agency’s diversion of a substantial part 
of the funds to other purposes. Hospitals have also been required to finance 
from other sources a larger share of the construction costs than have other bor: 
rowers, apparently on the assumption that hospitals are poorer credit risks than- 
other educational institutions. Here again, consultation with persons familiar 
with hospital financing might have proved helpful. 

The failure of enactment of the proposed Housing Act of 1958 has undoubtedly 
placed great pressure upon funds available for college housing loans. This is 
as true of hospital schools as it is of other educational institutions, and it certainly 
provides no excuse for diversion of the small sum which Congress intended to 
earmark for hospital loans. If there are any other facts or circumstances bear. 
ing on the propriety of this diversion I hope you will advise me without delay, 
as I am anxious that our recital of this development be altogether fair. 

I would most urgently request you to take such action as is legally possible to 
restore the funds thus diverted, including a reservation for hospital use of 
whatever balance still remains in the college housing revolving fund and of the 
amounts of any outstanding commitments which may for any reason lapse. 

Sincerely yours, 
KENNETH WILLIAMSON, 
Associate Director. 


LEGISLATIVE HISTORY OF PROVISION IN Hovusine Act ror LOANS TO HOSPITALS 


Section 601 of the Housing Act of 1957 amended title IV (the college housing 
title) of the Housing Act of 1950 to include public and other nonprofit hospitals 
in the definition of “educational institution” and thus to render them eligible 
for loans under that title, if they are operating State-approved schools of 
nursing beyond the high school level or have been approved for internships. 
With respect to these loans, it was provided that “the amount outstanding for 
hospitals * * * shall not exceed $25 million.” 

These provisions were not contained in the bill (H.R. 6659, 85th Cong., 1st 
Sess.) as it was passed by the House of Representatives, but were introduced 
by the Senate Committee on Banking and Currency (S. Rept. 368, 85th Cong. 
ist sess.) which also recagmmended an increase of the total college housing 
revolving fund from $750 to $950 million, instead of $900 million as had been 
voted by the House. The committee stated in its report (p. 30): 

“For these reasons, section 601 of the bill increases the authoriation for 
college housing loans by $200 million (including $25 million reserved for 
nursing students and interns), as explained below. 

a. * ~ +. a & a 


“In addition, the committee was greatly impressed by a recommendation of 
the American Hospital Association, representing over 5,500 hospitals in the 
United States, concerning the housing shortage at institutions operating ap 
proved schools of nursing or internship training. It was pointed out that in 
order to meet the minimum requirements for the training of nurses that the 
Nation’s hospitals and nursing schools must acquire housing for an additional 
75,000 student nurses during the next 9 years. A similar critical situation 
exists in the need for the housing of medical interns. * * * The bill would 
authorize an additional $25 million for the college housing loan revolving 
fund, earmarked specifically for the construction of housing for student nurses 
and interns.” [Italic added.] 

In presenting the bill on the floor of the Senate, Senator Sparkman again 
referred to the $25 million as being earmarked for hospitals, while the chair- 
man of the committee, Mr. Fulbright, stated that “That leaves $150 million 
for regular college housing” (103 Congressional Record 7703, 7866). Senator 
Bricker moved a series of amendments reducing money amounts at various 
points in the bill, including a reduction of the college housing fund from $950 
to $925 million, of which he said (id., 7863) : 

“The program in regard to college housing has been increased $25 million 
over what the administration asked for. Twenty-five million dollars has been 
pegged, so to speak, for the purpose of a special college housing program. That 
would leave $175 million, representing a saving of $25 million.” 

Senator Bricker’s amendments were adopted (id., 7873). 

The bill then passed the Senate and went to conference. The conference 
committee accepted the Senate provisions here under consideration, including 
the $925 million figure for the total fund. The House managers stated that this 
sum “would include $25 million for loans to nonprofit hospitals to provide hous 
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ing for student nurses and interns” (H. Rept. 659, 85th Cong., 1st sess., p. 22), 
and in explaining the conference report to the House, Mr. Rains said (103 Con- 
gressional Record 10566) : 

“The compromise bill increases the amount of funds for college housing loans 
by $150 million to $925 million, of which $25 million would be reserved for a 
new type of eligible loan, namely loans to nonprofit hospitals for housing stu- 
dent nurses and interns.” [Italic added.] 

In the Senate Senator Sparkman again stated that $25 million is earmarked 
for loans to hospitals (id., 10661). 

It is thus plain that the responsible congressional committees and their 
spokesmen in both Houses intended the $25 million to be earmarked or reserved 
for hospitals, which can only mean that this sum should not be available to 
borrowers other than hospitals. The statutory limit was expressed as a pro- 
hibition of loans to hospitals in excess of $25 million, presumably because all 
such loans are discretionary and the Administrator is under no statutory 
mandate to lend the entire $25 million to hospitals. It does not follow, how- 
ever, that he is legally free, by lending or committing more than $900 million 
to other educational institutions, to disable himself from lending the full $25 
million to hospitals. In doing so, whether or not he has violated the statute, 
he has clearly violated the expressed intention of those Members of Congress 
who carried the chief responsibility for this legislation. 


Hovusine AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTKATOR, 
Washington, D.C., October 31, 1958. 
Mr. KENNETH WILLIAMSON, 
Associate Director, American Hospital Association, 
Washington, D.C. 


Deak Mr. Wi~ittamMson: Thank you for your letter of October 17, 1958, re- 
garding the handling of loans to hospitals under the college housing program 
which is administered by the Community Facilities Administration. 

As of the end of September this Agency has approved 15 loans to hospitals 
totaling $6.4 million, and has reserved funds for 24 other applications totaling 
$8.6 million, making total commitments under the $25 million maximum limita- 
tion of $15 million. There are seven pending applications totaling $3.1 million. 
No reservations have been denied to hospitals because of lack of authorization. 

As you know, despite the failure of the Congress to pass a_ housing Dill, 
the President has instructed this Agency to accept and process applications, 
although once the statutory limitations has been reached it will not be possible 
to make final commitments. However, the President has stated that he will ask 
Congress for funds early in the next session, and this Agency is making 
contingent reservations which will be turned into firm commitments as soon 
as further authorization is available. Our regional offices have been instructed 
to accept and process applications from hospitals and when it becomes neces- 
sary to make reservations on a contingent basis, such reservations will be made 
up to the full amount of the $25 million statutory authorization. Since the 
processing of an application from preliminary to the full application and the 
Bubsequent preparation of a loan agreement require a number of months, it 
is not anticipated that under this procedure there will be any delay in the 
construction starts of any projects financed under the program including hous- 
ing for nurses and interns. 

I appreciate your interest and assure you that this Agency is aware of the 
needs of hospitals for student nurse and intern housing. 

Sincerely yours, 


. Deputy Administrator. 
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STATEMENT OF UNITED STATES SAVINGS & LOAN LEAGUE, HENRY A. Bupp, 
LEGISLATIVE COMMITTEE CHAIRMAN, JANUARY 27, 1959 


The United States Savings & Loan League* and its 4,500 member savings 


and loan associations, building and loan associations, and cooperative banks” 


have a vital interest in the various housing measures pending before the Senate 
Banking and Currency Committee. However, in view of the committee's desire 
to expedite the hearings and in view of the fact that no specific savings and 
loan provisions are pending before the committee, the league is filing this state 
ment rather than testifying in person. 

In the way of general comment, it is appropriate to note that the housing 
starts in December, the last month for which figures are available, reached 
the spectacular annual level of 1,430,000. Since there has never been a year 
in which 1,400,000 homes were built, it is obvious that this is a very high and 
satisfactory level. It is even more significant when consideration is given to 
the fact that new family formation is somewhat below the levels prevailing 
in the early 1950’s when previous peak levels in home construction were 
reached. 

Savings and loan associations loaned over $12 billion on homes in 1958; an 
alltime record not only for the savings and loan business, but for any home 
financing group. We are proud of the fact that this record-lending volume 
spurred home construction and thus played an important part in ending the 
recession conditions which existed early in the vear. We are confident that our 
institutions in 1959 will approximate or exceed this record level of home 
financing. 

It is obvious that existing facilities and existing legislative programs are in 
general working well, and there is no need for any drastic new Federal programs 
of assistance. Certainly in the ordinary single-family privately financed sector 
there is no need for any stimulation by further Government action. Adjustment 
to a more realistic interest rate for VA as suggested by the American Legion 
would be helpful, in that it would assure more veterans economical financing 
and a fairer share of the total housing market. Additional insurance authoriza- 
tion for FHA will enable that program to carry forward effectively. 

In view of these circumstances, the league would oppose any liberalization in 
the basic Federal programs. Particularly is the league opposed to additional 
funds to Fannie Mae for par purchase of mortgages. Par purchase of regular 
FHA and VA loans, when such loans have a market price below par, is a direct 
subsidy by the Treasury and amounts to thinly disguised direct lending. That 
this device would be employed when housing starts are already at a high level 
is unthinkable. 

The league also doubts the wisdom or desirability of increasing the present 
mortgage ceiling for single-family FHA loans above the present $20,000 level. 
One of the purposes of the FHA program is to encourage homeownership for 
the low-income and middle-income families. The program is diluted and weak- 
ened by including families whose incomes are sufficient to purchase homes in 
the $25,000-and-up class. 

Additional funds for FNMA special assistance would serve only to further 
inflate the cost of housing. Such a stimulant to housing demand—if this is ever 
to be used—should be reserved solely for use during periods of general economic 
recession or sharply falling housing construction. Rather than attempt to mask 
the steadily rising cost of housing by constant liberalization of loan terms and 
artificial marketing devices, attention should be turned directly to the cost prob- 
lem itself. The amount of technical research in the home construction field, 
when compared, for instance, with the Federal research programs in agricul- 
ture, is absolutely minuscule. Yet every expert has agreed that from $500 to 
several thousand dollars of the cost of every home could be avoided even with 
present technical knowledge. It would seem preferable to spend a few million 


1The United States Savings & Loan League, founded in 1892, is the nationwide trade 
association for the savings and loan business. The league membership consists of over 
4,500 savings and loan associations (also known as building and loan associations, (¢0- 
operative banks and homestead associations), with total assets amounting to over 90 percent 
of all savings and loan assets in the countrv. The league headquarters office is at 221 
North La Salle Street, Chicago, Ill., and its Washington office is at 425 13th Street NW. 
Washington, D.C. Princinal officers are C. R. Mitchell, president, Kansas City, Mo.: W. 0. 
Duvall, vice president, Atlanta, Ga.; Henry A. Bubb, legislative chairman, Topeka, Kans. : 
Norman Strunk, executive vice president, Chicago, Ill.; and Stephen Slipher, legislative 
director of Washington office, Washington, D.C. 
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dollars in research than to spend billions of dollars in attempting to overcome 
the consequences of high cost through such programs as Fannie Mae. 

The league has always been opposed to subsidized public housing and our posi- 
tion on this matter remains unchanged. 

The league has always favored the objectives of urban renewal and believes 
that subject to the pressures of the present budget, sufficient additional funds 
should be authorized to enable this important program to carry on. 

Although none of the bills pending before the committee contain savings and 
joan sections, the league would like to apprise the committee of several develop- 
ments in savings and loan planning and thinking. The league is continuing to 
explore the best means of improving the ability of savings and loan associations 
to assist the small homebuilder in the acquisition and development of land for 
housing sites. It is well known that one of our major housing construction prob- 
lems is that of acquiring suitable land and financing the cost of preparing such 
land for housing use. Homebuilders are reaching out into the suburban areas 
now, Which frequently require expensive installation of utilities, sewerage, and 
other facilities. If savings associations could more adequately finance such 
developments, or even participate directly in the land development, it would, 
in our opinion, greatly ease the small homebuilders’ problems. 

The league also believes that an increase in the ceiling on insurance of accounts 
by the Federal Savings and Loan Insurance Corporation would attract substan- 
tial additional savings into savings and loan associations and thus make new 
funds available for home lending. When Congress raised the ceiling from $5,000 
to $10,000 in 1950, the flow of savings into savings and loan associations was 
substantially increased for many months. Most corporate and organization in- 
vestors are limited by law to the insured amount of a savings and loan account, 
and many of these investors would undoubtedly increase their investment in 
savings and loans in the event of a higher insurance ceiling. 


Senator SparKMAN. The committee will stand in recess until 10 
o'clock tomorrow morning. 

(Thereupon, at 4:45 p.m., the committee recessed, to reconvene xt 
10a.m., Wednesday, January 28, 1959.) 
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WEDNESDAY, JANUARY 28, 1959 


U.S. SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m., in room 301, 
Senate Office Building, Senator John Sparkman presiding. 

Present: Senators Neisithen. Frear, Douglas, Clark, Proxmire, 
Byrd of West Virginia, Muskie, Bush, and Javits. 

Senator SparKMAN. Let the committee come to order, please. We 
have a rather full schedule today. We do want to complete these 
hearings in order that we may get a bill to the floor as soon as possible. 

Our first witness this morning is Senator Ernest Gruening, appear- 
ing for himself and Senator Bartlett, our two new Senators from the 
brand new State of Alaska. 

Senator Javits. Mr. Chairman, may we make this a bipartisan wel- 
come, I am just as gratified as our friends on the Democratic side. 

Senator GruENiING. I am very grateful for this welcome. 

Senator SparKMAN. By the way, since we are doing a little welcom- 
ing, we will welcome our new member, Senator Javits, to the com- 
mittee. Weare glad to have you with us. 

Senator Javits. Thank you, Senator. 

Senator SpPARKMAN. All right, Senator Gruening, we have a copy 
of your statement. You proceed in your own way. We are glad to 
have you with us and to have the statement from you, and our other 
longtime friend, Senator Bartlett. 


STATEMENT OF HON. ERNEST GRUENING, A U.S. SENATOR FROM 
THE STATE OF ALASKA 


Senator Gruentna. Mr. Chairman, I appreciate the opportunity of 
appearing here this morning to lend my support to the provisions of 
the Sparkman and Clark housing measures. 

I hope they will be enacted ; and speedily. 

I am here today not only on my own behalf, but on behalf of my 
colleague, the distinguished Senator Bartlett of Alaska, who joins me 
in urging speedy action on the measures before you. 

We have prepared a statement of our position on this legislation. 
In the interests of conserving the time of the committee, however, I 
shall not read that statement which : 

1. Notes the urban renewal projects going on at Anchorage, Fair- 
banks, and Ketchikan and stresses the need for Federal financial as- 
sistance to extend the urban renewal program to other areas; 
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. The need for a larger supply of moderately priced housing, point- 
ing ¢ spec ifically to the current emergency at Sitka with the building of 
a pulp mill there and the need to house the wor kers at that mill. 


This means substantially increased population in that city which - 


Was one e the capital of the Territory. 
The lack of a secondary mortgage facility especially for multiple. 
fi ane units; such as those needed at Juneau and elsewhere. 

4. Expansion of the facilities of the University of Alaska where the 
enrollment is expected to double in the next 3 years. 

I would ask, Mr. Chairman, that this statement be inserted in the 
record of these hearings at the conclusion of my oral remarks. 

I shall devote my oral presentation to a discussion of one special 
problem which has great importance to the State of Alaska in the 
light of the antic ipated great influx of tourists expected this coming 
summer. 

According to the estimates of the Alaska Visitors Association, 
which is our State agency for tourist promotion, during July and 
August of last year the deficiency in tourists’ needs over facilities 
was approximately 2,000 units. A unit in this context means sleep- 
ing accommodations for one person. It has now been conservatively 
estimated that this year, from January to October, there will be 
104,000 visitors to Alaska as compared to 87.000 visitors last year— 
an increase of 17,000 visitors. 

This means that, in the next 9 months, we expect to have almost 
half as many tourists visit Alaska as our total population. The 
association has also estimated that this coming year, during the 
months of July and August, there will be an estimated Brg ee 
increase in visitors to Alaska; and it has been stated that “every- 
thing points to nearer a 50-percent increase.” This means that dase 
those months there will be in Alaska at least 73,000 visitors and the 
daily sleeping units needed will be over 2,500 short, an increase in 
the shortage of over 500 from the past year. 

It is, of course, most gratifying to the State of Alaska to note this 
increase in potential tourists. The increase has been stimulated, in 
part at least, by the admission of Alaska into the Union. There has 
also been an increased desire to see America’s last frontier as well as 
a wider awareness of the wonders and beauties of Alaska and of its 
desirability as a vacation land. 

I might digress to say here I hope the members of the committee— 
none of whom present, I believe, have had the opportunity to visit 
Alaska—will do so at the earliest possible occasion, either in pursuit 
of the objectives of this bill or for other reasons. Iam sure they will 
not regret having made that visit. 

In the light of this great need for transient housing, it is particu- 
larly unfortunate to have standing idly by in Alaska for immediate 
occupancy many rental housing units constructed with mortgage 
money secured under section 608 or 207. 

The Federal Housing Administration has informed me that, as of 
the end of last. year, 20 of the 34 mortgages instired under section 207 
or section 608 were still in force. Title to the remaining 14 projects 
were in the Federal Housing Administration either through assign- 
ment or foreclosure. 

Tn all, under both sections, there are over 3,800 units. 
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On the other hand, as of October 1958, 11.4 percent of the units in 
Alaska were vacant. This was a decline from the 21 percent vacancy 
rate in March 1958. However, it is still over three times as much as 
the national average. 

These vacant units should be made available to meet the housing 
needs of tourists this coming summer and in the summers ahead until 
transient housing needs can be met through private financing. 

As a temporary expedient, we urge an amendment to the housing 
bill now before you making available, within definite limits and 
under definite conditions and for a limited number of years, section 
608 and section 207 housing for use by transients. This should be 
permitted only with respect to such projects as shown, by their 
rental histories, persistent and continued vacancies well above the 
national average. 

We are not unaware of the fact, my colleague and I, that the com- 
mittee has, in the past, expressed itself strongly with respect to the 
use of funds provided under the Federal Housing Act for transient 
housing. 

Respecting these sentiments of the committee, we are nevertheless 
suggesting merely a temporary modification to apply only to housing 
units already built and only to meet pressing transient needs. The 
amendment should clearly state that first preference would, at all 
times, be given to permanent tenants. 

We sincerely hope that the committee will agree to the insertion 
of such an amendment. 

Alaskans want those who come to our State to enjoy themselves 
and be comfortable. With some 400 to 600 housing units standing 
idly by, it would grieve us greatly to have visitors to our State unable 
to tind adequate housing accommodations or no sleeping accommoda- 
tions at all. I know that the proper officials in my State are aware 
of the urgency of the situation and have already taken steps to enlist 
the aid of various private resources in increasing the number of 
available sleeping units. 

But more are needed. 

Mr. M. G. Gebhart, who is the executive director of the Alaskan 
Housing Authority at Anchorage, has urged that any opening on 
section 608 and section 208 housing for transient listing will “mater- 
ially aid in meeting requirements for transient housing in Alaska.’ 

We strongly urge this committee to make more “sleeping units 
available through the insertion of an amendment to this bill along 
the lines which we have proposed or in any other form which will 
achieve the objective desired. On behalf of Senator Bartlett and 
myself, I should like to ask that our proposal be printed at this point 
of the record of these hearings. 

(The proposal referred to follows :) 


AMENDMENT To BE PROPOSED BY SENATOR GRUENING AND SENATOR BARTLETT TO 
Section 513(b) TiTLeE V or THE Housine Act oF 1954 


Provided, That for a period of five years from the enactment of this Act and 
notwithstanding any other provisions of this Act, the Commissioner shall permit 
existing multifamily housing with respect to which a mortgage is insured under 
this Act to be operated for transient or hotel purposes if the Commissioner finds 
With respect to such housing that the vacancy ratio thereof has for at least one 
year been at least twice as high as the national average of vacancies in mutli- 
family housing with respect to which mortgages are insured under this Act and 
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that adequate assurances have been given that despite the operation of such 
housing for transient or hotel purposes preference will be given in leasing living 
units therein to permanent tenants. 

I would like to have inserted in the record also, in addition to the 
prepared statement, portions of a memorandum received from the 
Alaska Visitors Association and letters from Arctic Alaska Tours and 
from the Federal Housing Administration. 

Senator Sparxatan. Will you make those available to the reporter 
and they will be inserted according to your request. 

Senator Gruening, just where are these vacancies? 

Senator Gruentne. Well, they are principally in Ketchikan, and 
a few scattered around, a few in Fairbanks. 

Senator SparKMAN. Excuse me for displaying my ignorance; I will 
ask you to refresh my recollection as to where Ketchikan is. 

Senator GrueninG. Ketchikan is known as the first city and that is 
because it is the first city on the long established steamship route; it 
is at the southern end of what we call the Panhandle and southeastern 
Alaska which extends along the coast of British Columbia. As you 
come up from Seattle, by plane, you no longer travel by boat, unfor- 
tunately, because American passenger travel was suspended 5 years 
ago, the first port just as you pass beyond the waters of Canada is 
Ketchikan. 

Senator SparKMAN. Let me ask you this: Have you and your col- 
leagues examined this matter in light of the recent court decision ¢ 

Senator Gruenine. No. 

Senator SparkMAN, Frankly, I haven’t read the court decision, but 
you know this question of transient use of quarters built under the 
section 608 provision is a matter that has been before us time after 
time after time and we did at one time pass an amendment allowing 
a modified use and another time, restricting even that. Then some 
lawsuits were brought, and the question was raised and I am not sure 
to what extent this was involved in the final decision. The question 
was raised that in the charter setting up each of these projects was a 
provision against transient use, and that Congress could not change 
the terms of that charter. 

As I say, I am not sure that was involved in the decision. I would 
suggest you look at that court decision. I am not sure that the 
Supreme Court handed one down, it may have been on certiorari. 
But anyhow, I will ask the staff to check into it to see if the amend- 
ment would be good. 

I am not certain, if it is, how we could. So far as that in the 
hands of FHA, there would be no question in my mind that we could 
be able to do that. Whether we can open the others or not, I am 
not sure. But I would suggest you check into that and I will ask 
the staff to do likewise. 

Senator Gruentine. Yes; Mr Chairman, I will be very happy to 
look into it. Might I suggest that if the amendment submitted does 
not take care of that particular provision, that may be covered by & 
court decision, that it be further modified to take care of those units 
where it would be possible. 

Senator Sparkman. We will be glad to check that point, because I 
would want to be clear. 

Senator Gruentna. It does seem to be the height of wastefulness to 
have those units standing idle when there is a great demand for that 
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space. It would help the economy of the State and help the par- 
ticular situation in regard to those housing enterprises which are not 
doing very well to have this modification made. I understand, of 
course, the historic reasons for the objections, but I think special 
considerations are always taken under advisement. 

Senator SPARKMAN. We will be very glad to check into it. 

Let me ask you a question, is there anything to the report that an 
abbreviation for Alaska is going to be Alas? 

Senator GruENING. Is what? 


Senator SparKMAN. Anything to the report that the abbreviation 
for Alaska is going to be A-l-a-s? 

Senator Gruentna. There is a problem, because, of course, your 
wonderful State has preempted what would seem to be the most ob- 
vious abbreviation, A-l-a, and 

Senator SPARKMAN. You don’t want to be just A-1 ? 

Senator GrRuENING. Some years ago, at the 1952 Democratic con- 
vention, when we were still a Territory, the convention in its wisdom 
and generosity moved us into the second spot alphabetically, so that 
we had the privilege of voting immediately after your State. On re- 
search, we find that the original spelling of Alaska, the phonetic 
spelling of those who came there, was Alaaska, A-l-a-a-s-k-a. 

Senator SparKMAN. Oh, I see. 


Senator Grugentna. If that spelling should prevail, we would oc- 
cupy the first spot. 

Rentor SparKMAN. Alabama is still on top though, isn’t it? 

Any questions of Senator Gruening? Thank you very much. 

(Senator Gruening’s statement and other material follows :) 


STATEMENT OF ERNEST GRUENING, FOR HIMSELF AND FE. L. Bartiett, U.S. Senators 
FROM THE STATE OF ALASKA 


During the past 20 to 30 years, many States in the United States have been 
confronted with the problems associated with unprecedented growth of popula- 
tion and industry. Many of these cities have been faced with a decreasing sup- 
ply of adequate housing in the face of the overwhelming demand brought about 
by swelling population, shifts in population, and increased household forma- 
tions, as well as the demands arising from the desire of our families to raise 
their general standards of living. We, in Alaska, during the past decade, have 
been particularly aware of the problems which accompany such an influx of 
population and which affect an evolving economy. 

We Alaskans, in America’s land of the future, are fortunate, however, for we 
can benefit from the experiences of so many of the great American cities. We 
can avail ourselves of numerous modern tools for planning and building our 
communities; and perhaps we can avoid at least a few of the pitfalls of some 
of these older cities. 

We have today urban renewal projects in three of our cities—Anchorage, 
Fairbanks, and Ketchikan. Here we are rehabilitating some of the older sec- 
tions. Similar urban renewal projects in Alaska cannot well be. accomplished 
without some of the assistance which Federal urban renewal legislation would 
provide. 

All of the components of the national housing program have, in the past, 
been important to Alaska. Now, more than ever, with our anticipated growth 
and expansion, the various programs of urban renewal, low-rent housing, FHA 
insurance, and Fannie May, are important, very important. 

Under the Alaska Housing Act of 1949, we made a good deal of progress 
in housing construction. The Alaska Housing Authority has indeed successfully 
used all of the tools at its disposal. In fact, as of about 4 years ago, we in 
Alaska had begun to think that the housing shortage built up during the Second 
World War had been eliminated for all practical purposes. 
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During the past 8 years, since the 1950 census, our State of Alaska has experi- 
enced an increase of population of almost 80 percent. This increase, and the 
inevitable increase in population for which statehood has given an impetus 
will again point a long finger at housing inadequacies in our State. ; 

Problems exist with regard to four major areas of housing, 

One, we are particularly in need of a larger supply of moderately priced 
housing. Mr. Daniel J. Doswell, of the Alaska Lumber & Pulk Co., and Mr, 
Fred Griesland, president of the Sitka Chamber of Commerce, have urged me 
to point out to this committee a particular housing emergency at Sitka which 
is currently looming. Mr. Doswell has written me: “We plan * * * to have 
approximately 600 personnel in Sitka and vicinity before the end of 1959. At 
the moment, there is no housing available.” 

Two, we are in need of a secondary mortgage facility. As you well know, 
Mr. Chairman, the authority of the Federal National Mortgage Association with 
regard to Alaskan housing is limited to the purchase of mortgages insured 
under FHA sections 203(b) and 203(i) and 222. Multiple-family rental units 
are not included. If we are to attain a well-balanced stable economy, we need 
people, creative people, energetic pioneers, to help develop our industrial and 
commercial resources. And people need decent housing. 

Three, tourist housing. I have discussed this matter separately in my remarks 
before this committee and I consider this matter of relative urgency. 

Four, expansion of the University of Alaska. The president of the university, 
Dr. Ernest N. Patty, sent me a telegram this week in which he pointed out that 
“the census of Alaska high schools indicates that our enrollment will double 
within the next 3 years. This presents a difficult problem to provide physical 
facilities and faculty to meet this unusual situation.” 8. 57, which makes provi- 
sion for loans to be made for college housing developments and the construction 
of such college facilities as laboratories, would be of particular significance to 
the University of Alaska. 

The university is a small but growing one—and I would like to mention, asa 
matter of interest, that it is the most northern institution of higher education 
in the world. In getting started, the university has encountered certain diff- 
culties: first, in securing the same benefits of Federal aid available to other such 
public institutions ; and, second, in meeting the needs of a growing population in 
a new State. Probably more than any other State university in the country, 
the University of Alaska needs the encouragement and financial underwriting 
which the loan programs of Senator Sparkman’s bill would afford. 

Stated in simple terms, the basic legislation being considered here today is 
of utmost importance to the State of Alaska. It is of utmost importance to the 
development of all of our 49 States. If I may speak parenthetically for a mo- 
ment, I should like to suggest that the extensive defense programing which the 
administration, and indeed all of us, feel is necessary, is directed toward an 
adequate defense of this country in the event of a hot war. But we must not 
overlook, Mr. Chairman, we dare not overlook, that for all practical and imprac- 
tical purposes, we are today engaged in a cold war. The free world can just as 
easily freeze to death in a cold war as it could blow itself to kingdom come in a 
hot one. I personally do not like the term “cold war,” and we may call it what 
we will, but the present situation reflects an economic life-and-death struggle 
with a whole section of the world. National survival, then, becomes the issue. 

The President, in his interesting document, the Budget, presents a program 
for fiscal year 1960 which overlooks the proper proportion of Federal responsi- 
bility toward the development of the national economy. It overlooks the Fed- 
eral responsibility to provide a proper Federal concern for the general welfare 
of the people in the context of their everyday peace-time living. As if the Presi- 
dent wanted to sugarcoat this divorce of the Executive from its responsibilities, 
he hesitates to make it plain that he favors the complete abandonment of Fed- 
eral activity in such vital areas as urban renewal. On page M—15 of the Budget, 
this sugar-coating is passed off to the American people and to the Congress a8 
the “expansion of non-Federal participation.” We may all agree with the gel- 
eral premise that we must “expand non-Federal participation,” but, if we are 
to make this country as strong and energetic as our national traditions demand, 
we must expand not only the non-Federal but also the Federal participation 10 
these vital programs. Within the tradition which has developed since the found- 
ing of this Nation, the Federal, State, and local governments must cooperate 
make this country a better home for all and to secure firm foundations for ou 
democratic way of life. 
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Alaskans will, in the near future, be especially in need of additional services 
from the Federal National Mortgage Association. The banking and lending in- 
stitutions of our State are not equipped to handle the full financial load attend- 
ance on a full-scale housing program, in addition to meeting the individual re- 
quirements of industry and commerce. 

While, as I have said, we have in the past made substantial progress in hous- 
ing construction, we must have a full-scale building program—including hotel 
and resort accommodations, as well as dwelling units. 

In achieving such a well-rounded program, Federal assistance in the form of 
loans, a secondary mortgage market to facilitate the flow of mortgage funds, 
and FHA mortgage insurance, will be of immeasurable help. The administra- 
tion continually amazes me as it suggests, over and over and over again, that 
we reduce the domestic programs which are needed in the United States and 
never Suggests anything but more and more spending in these very same areas 
for aid to foreign countries. If the development of other nations, economically 
and militarily, is important to the free world, is it not all the more important 
that the United States have solid programs, forward-looking and active, in the 
areas of individual concern to our own people? 

In this connection, I want to make it clear that I do not think that foreign aid 
can be or should be reduced, but I want to strongly state that the Federal Gov- 
ernment should show at least the same concern for its own people that it shows 
for those of other countries. This is not being selfish, although I believe a nation 
can well afford to be at times, just as a nation can well afford to be generous 
when it serves the national interest so definitely as in the instance of foreign 
aid. Instead of cutting back on urban renewal, housing development, school 
construction, and so forth, I believe that we should greatly expand Federal 
activity in these areas in which the Federal Government has a responsibility to 
cooperate. 

We are happy to note that S. 57 contains a provision which extends section 
305(b) until 1960—a consideration which greatly benefits Alaska as well as other 
States. 

In conclusion, permit me to state, and Senator Bartlett joins me, that I believe 
itis important that we in the United States show ourselves and the whole world 
that America is just beginning, that America is still growing and evolving. But, 
more important than proving to the rest of the world that we are what we are 
“cracked up to be,” I believe, is that we continually search our national con- 
science and that we always act with a proper perspective and respect for our 
principles. It is important to our national character. 





ArcTIc ALASKA TOURS, 
Anchorage, December 30, 1958. 

SENATOR ERNEST GRUENING, 

Senate Office Building, 

Washington, D.C. 


DearR SENATOR GRUENING: Recent correspondence between Northwest Airlines 
and our organization and between NWA and the Alaska Visitors Association has 
been brought to your attention. The subject is the extremely limited transient 
housing conditions prevailing in the principal cities of Alaska during the heavily 
traveled periods of the summer. 

No one is more aware of this undesirable situation than are we who are on the 
firing line in selling tourists planned packaged tours of the new State. I am very 
pleased that this has been brought to your attention and wish to respectfully 
point out to you that the Northwest Airlines government employees tour is only 
one of hundreds who are being advised that housing in Anchorage and Fairbanks, 
in particular, is impossible this coming year. This situation exists during the 
peak travel period of June 15 through August 30 and has been the case now 
since the end of World War II when tourism was reactivated in Alaska. 

AVA has suggested that a crash program be undertaken to secure immediate 
assistance for the construction of additional transient housing, We of AVA are 
also interested in releasing the present 608-type apartments from the restrictions 
under their FHA financing which requires them to limit their occupancy to per- 
manent tenants only. We understand that should Alaska be declared a resort 
area that these restrictions could be lifted. May I earnestly suggest that you 
place this matter high in the agenda of important considerations in the imme- 
35482—59——-43 
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diate period ahead. Our need is now. Alaska’s tourist industry has reached its 
peak of development unless we answer the cry for more beds. Please help us 
meet this challenge. 
Respectfully, 
CHARLES B. WEst, President. 


JUNEAU CHAMBER OF COMMERCE, 
Juneau, Alaska, January 22, 1959. 
Hon. ERNEST GRUENING, 
U.S. Senate, Washington, D.C. 

Dear SENATOR GRUENING: The Juneau Chamber Housing Committee has re- 
affirmed the stand taken last January and is very anious to see passage of the 
housing bill outlined * * *. 

Juneau is in particular need of family housing at this time. As our housing 
committee has worked during the past 2 years toward getting more two- and 
three-bedroom homes built they have found one of the factors slowing the build- 
ing program here is the financing. 

Many legislators now gathering here want to bring their families and although 
we have managed to find housing for most of them, those with more than one child 
are finding it necessary to crowd into smaller quarters then they would like. 

The Juneau Planning Commission has received and approved an overall plan 
for community development, the city of Juneau is preparing to advertise for bids 
on expansion of the city water system. The community urgently needs means of 
financing the building of new homes in greater number than we have been able to 
schedule during the past two construction seasons. 

Your iterest in this mater is very much appreciated by our chamber since ad- 
ditional housing has been one of our major concerns for over 2 years. 

Very truly yours, 
J. 8S. MacKrynon, Jr., President. 


FEDERAL Housine ADMINISTRATION, 
Washington, D.C., January 20, 1959. 
Hon. E. L. BartLert, 
U.S. Senate, Washington, D.C. 


My DEAR SENATOR BARTLETT: This letter will confirm and update the informa- 
tion which Mr. Voss of our Division of Research and Statistics gave to Miss 
Council of your staff in their telephone conversation yesterday morning. It isa 
pleasure to be able to provide these data on operations of the Federal Housing 
Administration in our newest State. 

Through December 31, 1958, the FHA had insured a total of 34 mortgages on 
rental projects in Alaska. These mortgages involved 3,853 dwelling units and a 
total amount of $45,765,000. Included were 15 mortgages totaling $18,329,000 
and secured by 1,496 dwelling units, insured under section 207 and 19, mortgages 
aggregating $27,436,000 on 2,357 dwelling units insured under section 608 of the 
National Housing Act. As of the yearend, the mortgage insurance contracts on 
20 of the 34 mortgages with original face amounts totaling $30,090,000 on 2,597 
units were still in force. 

Of the 14 mortgages on which the mortgage insurance contracts had been ter- 
minated, 10 had been assigned to the Federal Housing Administration in lieu of 
foreclosure and titles to the remaining 4 properties had been transferred to the 
Administration subsequent to foreclosure. Georgraphically, these 14 rental 
projects were distributed as follows: 











City Number of | Number of | City | Number of | Number of 

projects units | projects units 
——- CO —— | } — —_ — a ae — ——— ~ SS 
Anchorage. _- 3 | O60 Thien oS hr 1 | 42 
Fairbanks. _- q 2 7 1\ Sitks.......... Sein 1 37 
Ketchikan - 4 4 | 386 || Valdez. ___ 1 48 
Palmer. 1 24 || Whittier 1 100 


For a number of years, the FHA has made an annual vacancy survey of all 
rental housing projects covered by insured mortgages in force as well as those 
projects to which title has been transferred to the agency or which secure 
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mortgages which have been assigned to the agency in lieu of foreclosure. These 
surveys are ordinarily undertaken in March of each year, occasionally supple- 
mented with additional studies at other times. 

With respect to projects located in Alaska, the surveys have indicated a 
wider fluctuation in the vacancy ratios than has been attributed to projects 
located within the jurisdictions of most other insuring offices. For example, 
the vacancy ratio for those Alaskan projects with mortgage insurance in force 
increased from about 4 percent in 1952-53 to nearly 17 percent in 1955. In 
1956-57 vacancies of less than 2 percent were reported for these projects, while 
in the March 1958 study over 21 percent of these units were reported vacant 
as compared witha a national average of about 3 percent. It should be noted, 
however, that in a supplementary survey completed as of October 15, 1958, the 
ratio for Alaskan projects had declined to 11.4 percent while that for all 
insuring offices combined increased slightly to 3.4 percent. Comparable vacancy 
ratios for those projects where the title to or mortgage on projects in Alaska 
were held by FHA indicate a decline from a 42 percent vacancy ratio in March 
1958 to about 30 percent in October. 

Sincerely yours, 
NorMAN P. Mason, Commissioner. 


AVA Activity REPORT, DECEMBER 1, 1958 
* * * * * * ” 
Two surveys were conducted during July and August. The first, a survey of 
visitors leaving Alaska. Here are some of the results: 


Months of survey, July 1—Aug. 31 





DT On RM On ern hee a ae ae eee 7, 048 
Method of transportation: 
Noe een enn eee eee nee ee ee Cie 3, 688 
BN Sas eee eal teed eared oe aaa Seal eee econo eae ncleeted 2, 903 
PN kh eh es ccc dies eaieegdiud ope eae cape 448 
Cee ee essen ee eee enn ere oe aa aa ea eee eee 8 
yg lige ST schatenleateteatadedeteipantietemesntapereee lt BAERS ty Lb AREER Me days__ 39,484 
I RO a a cto iat” temgmrenbeenon abapipenvoaninity days.. 15.9 
SO SAINT UO 1 Cem CNN nn teres rh erentrenninteer $1, 698, 568 
What prompted interest: 
Ne 600-1 Traver ‘hureane.~ 206 
metros ON; AISEER Wo ee Son) maweeme eas... 6 et 162 
ON nae eat ennntie erates oe 29 | Newspaper ads_-..----~----~-~--- 78 
Been here before_____._-------- 445 
Vacation folders...._........ ae vO Number answered___----~- 2, 822 


Would you recommend an Alaskan vacation? Yes, 6,961; no, 87. 

We then had space for suggestions, asking for constructive criticism, and 
the information on these cards is of inestimable value if we use it and try 
to correct the faults, and we have them. 

Please let me point out a fact that could stimulate activity in the cities near 
our Military Establishments. Of those 2,822 who answered why they came, 
it is worthy of note that “Friends, 609; relatives, 529; and been here before, 
445” constitute 56 percent of the total. I do not have proof but sincerely 
believe that this group primarily is made of servicemen, their relatives, and 
friends. The AVA will make a special effort to supply our service personnel 
with literature that can be sent home. Individual cities should make this a 
project of their chambers of commerce. 

The second survey came about through written criticism (on file) about 
accommodations. It was our good fortune to get the following results because 
of very fine cooperation from hotel, motel, roadhouse, and apartment owners. 
We sent a questionnaire to 34 hotel owners, and 27 answered. We sent 58 ques- 
tionnaires to motel, inn, roadhouse, etc., owners and received answers from 36. 
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This means that 63 auswered out of 92 requests, or a wonderful percentage of 
7l-percent returns. Here is what we requested from the owners: 








Name of establishment 
Name of owners__- 








I cae nicer eietgg ide ain datacenters on gi aiickcioak oasieoeneaeanieaaide aaa 
Number of rooms (with bath): Single__----__ a eee 
Number of rooms (without bath): Single__-_--_~- > 
ROStAUrant........+—. Seats how many__------ 


Do you plan expansion ?________ 
nO MMat extent? ........-> 
OO ath Na sit ocala 


This is what we learned. 



















(Remember, 71 percent answered. ) 
3,756 sleeping units available daily. 
248 new units to be in service by summer 1959. 
1 new restaurant. 
3 expanded eating facilities. 
Now, please read carefully my presentation to the board of directors at 


our 
Nome meeting : 


Daily tourist sleeping unit needs: 
ye ron hn bomen encnane 60, 925 
Prince George and Princess Louise (slept aboard ship) -..________ 2, 960 















=" ope 
eel eneevaeleaee etaseisapsrci sp taetenetaia ada imntn eb adicitene tiystnsas tnsinecharbes tevatnpectanienw sn isaim soph par mw asc alguns aaragte dt, DOO 


Alaska cruises (50 percent remain on board; total, 1,856) --______ Saere 928 
ee eee racel sig areas tek vintners pense Sd 57, 087 
acnway (we Resume All silent in care)... 16, 918 













I a Nees 32, 095 
14 off for hotels and lodges not reporting.__._______________-_-__-____ 10, 698 

ne ae 21, 397 
Average stay per tourist (per our survey) (days) _--_-----_________ 15.9 
Ore, ee, eee ee ee ot ea __ 340,212 
Seeeiy, soereet Gone (ror On gers) os 5, 670 
Units available daily (per owners’ report) .....___---_______________ 3, 756 


Sleeping units we were short daily in July and August__________ 1, 914 











This, then, would mean that during July and August of 1958 tourist needs 
over facilities were 1,914 sleeping units. 

The Alaska Visitors Association has very conservatively estimated a 20-percent 
increase (everything points to nearer 50 percent) in 1959. We can then assume 
that 73,110 visitors will be in Alaska during July and August, and with the 
248 new units to be available in 1959 the tourist need will still be 2,642 sleeping 
units short. 

I wish to tell our members that the hotels, motels, and resorts are doing their 
best to satisfy the varied and many times nearly impossible demands of our visi- 
tors. The expansion programs to be ready by 1960 are commendable, but all of us 
have one terrifically urgent job to do. We must use every means in our power 
to make our communities and areas so attractive that visitors will wish to stay 
longer ; and, above all else, study our local history, use imagination in appraising 
the community’s natural or manmade tourist come-ons, find out what others 
are doing, and schedule events so that no conflicts occur, and, finally, create 
and develop events for October, November, December, January, February, March, 
and April. All vacation areas have had seasonal tourism; a few have made 
people enjoy the off season. Let us join the ranks of these elite. We can 
do it. 

In closing this lengthy report, I wish to give you my studied prediction for 
1959: The year 1958 saw 87,000 bona fide visitors to Alaska, January to October. 
The year 1959 will have 104,000 visitors to Alaska, January to October. 
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This is how I think they will arrive: 





Oats 
, Alaska Cruises, 2 ships, 116 passengers each (28 trips) -- 
Canadian National, 1 ship, 260 passengers (12 trips) 
Canadian Pacific, 1 ship, 260 passengers (14 trips; only 4 trips made in 
1958 because _ strike) = > 
Matson Line, 1 ship, 700 passengers (2 trips). Dare ee eee a 


Total_- 

Alr, all States Alaska carriers (Pacific Northern, Pan American, Alaska, 
Northwest Oris nt, Ellis). _-- < acatne 

His hw iy (customs) - -- 

Miscellaneous (yachts, priv: ate CRIED sinciaseaws 
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Sincerely, 
R. A. Dorr, Managing Director. 
Senator SparKMAN. Senator Javits, before becoming a member of 
this committee, was listed as a witness for a brief statement. 
Senator Javits, we will be glad to have your statement at this point. 


STATEMENT OF HON. JACOB K. JAVITS, A UNITED STATES SENATOR 
FROM THE STATE OF NEW YORK 


Senator Javirs. Thank you, Mr. Chairman. 

Mr. Chairman, the purpose of my statement was to have made of 
record a bill, which I filed and which I will support, in respect to 
the current work of the committee. 

My bill deals with urban renewal and, Mr. Chairman, in response 
to the situation which is epitomized by what took place in my own 
State when the Congress failed to pass the housing bill in the last 
session. What happened was that the money which was on hand for 
urban renewal funds was distributed on a geographical basis without 
regard to the actual requirement of cities which had projects in 
progress and that. money was withheld even where other parts of the 
country did not apply for their full allotment. 

The reason was such a grave shortage of funds. Hence, work was 
impeded and indeed stopped i in places like New York and Buffalo, 
which could have been well underway. Certainly we want no such 
matter to continue. 

I would like to compliment my colleague, the Senator from Ala- 
bama, and my colleague, the Senator from Pennsylvania, for their 
action in bringing about. these hearings and in offering their bills. 
I am confident that we will have a basis for a bill to present to the 
Senate based upon this work. 

Now, my own contribution and my own bill is somewhat different 
in character. It is patterned after the National Highway Act, in 
the sense of a 15-year $6 billion program, the amount which inciden- 
tally was specified by the American Municipal Association, and which 
isthe ; aggregate amount in the Clark bill. 

Under my bill, $400 million annually in new capital grant funds 
would be allocated under the existing formula. 

I would like to emphasize that. I am for the existing formula, 
limiting Federal contributions to two-thirds. There would be 
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$200 million “extender” fund and there the amount which each State 
could get, the aggregate $400 million fund, would be increased from 
10 percent to 12.5 percent, with a $200 million extender fund as a 


fund into which States could dip, which exceeded their allowable ~ 


percentage, plus $150 million reserved for use whenever the President 
determined that the expenditure of it would not only help the housing 
field, which is the present standard, the $100 million we have, but 
would help the objectives set forth by the Congress in the Housing 
Act of 1949, which, rather the present standard relates to the present 
economy. 

My standard would relate to the housing field. 

Mr. Chairman, just one word of comment. Under my bill m 
State would have allowability of over 15 years of $750 million, which 
in my opinion, based upon our State figures, is just about what a 
balanced program would be. We would have the right to double 
the amount we could draw out of the present extender fund, from 
which New York has already drawn $40 million. Incidentally, Penn- 
sylvania will probably have to use it in the near future, for the same 
reasons that we did. 

Under my program also we would be able to spend in New York, 
for urban renewal, $1.3 billion from 1949 to 1973. The Federal 
Government has already committed to us about $208 million, and 
our local contributions are about $100 million. 

Mr. Chairman, it seems to me that one thing is very necessary to 
be said, and I hope very much that it will dominate the view of this 
committee, and that is as to the inflationary or noninflationary 
character of this legislation. I am sure that is in the chairman’s 
mind as it is in my mind. I do not consider the chairman’s proposal 
or mine or Senator Clark’s to be inflationary. 

I might say the same about Senator Bush who also has an urban 
renewal billin. Nor do I consider it inimical to good budget planning, 
because this kind of expenditure results in the tremendous enhance- 
ment of land values and makes a permanent contribution to the tax 
rolls and to the wealth of the country. Indeed, it germinates the 
expenditure of investment, which is tremendously important to the 
economic wealth of the country, and will more than compensate in 
the long run for any costs which we put into the program. And it 
will indeed compensate, Mr. Chairman, on a recurring basis; that 
is, compensate every year in terms of improved tax intake, improved 
living conditions, and indeed, improved income in terms of the overall 
wealth of the country. 

Thank you, Mr. Chairman. That would have been my testimony, 
and I am very appreciative of the opportunity to make this statement. 

Senator SparkMAN. Thank you, Senator Javits. 

(The complete statement of Senator Javits follows :) 


STATEMENT OF JacoB J. Javits, A UNITED States SENATOR FROM THE STATE OF 
New YorkK 


A critical shortage of funds has created a national emergency in our Federal 
urban renewal program. Unless it receives a major transfusion in the near 
future, progress in revitalizing and rebuilding hundreds of urban areas through- 
out the Nation will suffer a severe setback. By the end of 1958, the Urban 
Renewal Administration had applications on hand totaling $583 million and 
only $24 million to meet the demand, and under the allocation system setup, 
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major urban renewal projects in New York City and Buffalo were brought to 
a virtual standstill. 

Therefore, I am proposing that Congress commit $6 billion in new Federal 
urban renewal funds—considered by housing experts and groups like the Ameri- 
can Municipal Association to be the sum needed for the job—to be authorized 
at the rate of $400 million a year from now until July 1973, for urban renewal, 
redevelopment, and slum clearance. 

The legislation would amend the urban renewal sections of the Housing Act 
of 1949 to authorize the following: 

1. $400 million annually in new capital grant funds to be allocated under the 
existing formula which limits Federal contributions to two-thirds of urban 
renewal costs ; 

29, A $200 million extender fund to which States may apply for additional 
capital grant moneys after they have exhausted their legal limit of 12%4 percent 
of the total authorization to date. 

8. $150 million reserved for use whenever the President determines that the 
expenditure of any part or all of that sum will help promote the broad objectives 
set forth by Congress in the Housing Act of 1949. 

I do not consider my proposal inflationary or inimical to good budget planning 
for it will result in the tremendous enhancement of land values, making a 
permanent contribution to the tax rolls and the wealth of the country, which 
will more than compensate in the long run for the present cost of the program. 

If enacted, my bill would make available to my State a total of $750 million 
in new capital grant funds during the next 15 years, and it would double the 
size of the present “extender fund” from which New York has drawn $40 million 
and which Pennsylvania will probably have to use in the near future. States 
with extensive urban renewal programs will be assured of access to funds not 
being used in other areas of the country. When Congress did not authorize 
any new urban renewal funds in 1958, the money on hand was distributed on 
a geographical basis without regard to the actual requirements of cities with 
projects in progress. Even when areas in other parts of the country did not 
apply for their full allotment, these funds were not released to cities desperately 
in need of new capital grant moneys, like New York and Buffalo. 

Iam not proposing any change in the share of the urban renewal costs to be 
assumed by the locality or State involved, so that the minimum non-Federal 
contribution under my new program will approximate $3 billion. For example, 
the combined Federal-State expenditures on this program in New York State 
from 1949 to 1973 can exceed $1.3 billion. The Federal Government has already 
committed to New York State $208 million requiring additional local contribu- 
tions of more than $100 million. 

As soon as the more than 500 communities expected to participate are assured 
that adequate Federal assistance will be available for a decade and longer, they 
will undertake the kind of vigorous, imaginative planning essential to the 
overall success of the nationwide urban renewal program. Many urban re- 
newal projects will become the focal point for even more comprehensive public 
and privately financed redevelopment programs worth several times the cost 
of the original urban renewal contribution. The resultant increase in land and 
property values will raise Federal, State and municipal tax revenues. 

My third proposal gives the President greater flexibility and discretion in 
using the emergency urban renewal funds available to him. Under existing 
law, he can only release it for general economic reasons. The $100 million fund 
was used in last year’s recession in an attempt to prevent work stoppage on 
projects underway. The legislation I am introducing permits him to release 
any or all of a $150 million fund not only in a period of economic downturn but 


whenever he feels it would benefit the housing, health, and general welfare needs 
of the Nation. 


Senator SparKMAN. I have statements from Senator Neuberger and 
Senator Engle that I will place in the record at this point. 
(The statements referred to follow :) 


STATEMENT OF RIcHARD L. NEUBERGER, A UNITED STATES SENATOR FROM THE STATE 
OF OREGON 


Our Federal Government has a clear duty to insure that all Americans are able 
to secure adequate housing. Despite vigorous efforts by many in Congress, this 
responsibility has not been effectively discharged in the last half decade. 
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An estimated 13 million substandard dwelling units exist in the United States 
today. Net household formation and destruction of old residential structures 
creates a demand for approximately 1.4 million net units each year. If the 
Nation’s present slums are to be eliminated and current housing needs met, at 
least 2 million homes a year must be constructed for a period of at least 20 years. 
We have come no closer to this goal than 1.3 million during the last 6 years. 

Government’s failure to meet its obligation has been both unintentional anq 
deliberate. Some have failed to realize the magnitude of the problem. Others 
argued that the workings of the economy would solve the shortage. Still others 
seemed to hope that the situation would just go away. But the need remaings— 
large, uncorrected, and omnipresent. 

Housing demand, as opposed to need, depends on a variety of factors; jp- 
dividual economic well-being, new family formation, migration of population, 
obsolescence, vacancy rates, and ease of financing. The first and last elements 
are of critical importance. Unlike the others, they can—and should—be directly 
influenced by Government action. : 

Both factors are of concern to this subcommittee. Housing not only provides 
shelter ; it also provides jobs. 

Gross national product is approaching an annual rate of $450—the highest in 
history. Yet, 4 million persons—6 percent of the labor force—are unemployed. 
This problem of poverty amongst plenty spurred passage of the depressed areas 
bill in 1958. It dictates consideration of the stimulatory effects of housing 
legislation. 

In 1955, the value of private nonfarm residential construction in the United 
States amounted to $18.7 billion. In 1956, the figure was $17.6 billion and in 1957 
value totaled $16.6 billion. (Preliminary statistics for 1958 indicate an increase 
in value, in part a reflection of the rising price level.) 

These statistics reveal two pertinent facts: Residential construction repre- 
sents a significant segment of national income and this sector of the economy has 
exhibited a continuous downward trend over the last 3 years for which accurate 
ealeulations are available. 

Lumber and wood products manufacturing is a major supporting industry in 
the field of residential construction. In 1956, over 80 percent of nonfarm one- 
family houses, for which building permits were issued or work started, were 
frame dwellings. Twenty-four percent were wood-faced. 

The manufacture of lumber and wood products is the largest manufacturing 
employment factor in the State of Oregon. Over 75,000 persons are employed 
within this classification by some 3,859 establishments, 164 of which employ 100 
persons or more. (This total constitutes more than 10 percent of total national 
employment in this category.) Approximately 56 percent of all persons employed 
by manufacturing firms in Oregon are engaged in the production of lumber and 
wood products. Dollar value added by manufacture in 1956 was $573,672,000 

Oregon produces nearly one-fourth of the Nation’s boards and planks. About 
three-fourths of this supply is utilized in residential construction. If residen- 
tial construction is down, the lumber industry is down. This is axiomatic. 

In 1958 lumber production nationally hit the lowest level in 13 years, despite 
an upturn in the final part of the year. Output was estimated at 32 billion 
board-feet—3.3 percent less than in 1957. The last year production dipped below 
the 1958 level was in 1945. Consumption last year was estimated at about 36.1 
billion feet, a figure near the 1957 amount but considerably below the levels of 
the preceding 7 years. 

A major factor in this poor lumber market year was housing. In February 
1958 the private seasonally adjusted annual rate for housing starts dropped 
to 915,000. An upsurge in the second half of the year resulted in a total of 
1,130,600 starts for the year and private seasonally adjusted annual rate of 
1,430,000 in December. Whether this pace will continue in 1959 remains 
doubtful. As the New York Times year-end report on the lumber industry 
stated : 

‘“Lumbermen were hopeful of some improvement in lumber markets this year 
after 3 years of decline * * * These hopes were conditioned by fear that limits 
on credit might hamper homebuilding, one of lumber’s principal outlets. Credit 
has been tightened in recent months and probably will have some effect on 
housing in the early part of this year.” Z 

The fear of lumbermen is well founded. Monetary manipulation of credit 
policy has drastically affected residential construction in the past. Examila 
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tion of effective interest rates and monthly seasonally adjusted private housing 
starts over the past 6 years reveals a remarkably consistent inverse relationship. 

Administration attempts to restrain expansionary tendencies in the spring of 
19538 caused a marked rise in interest rates in the early part of that year. 
A decline in housing starts followed. The recession of 1953-54 saw an easing 
of credit restriction. Housing starts began a steady climb, reaching a high 
in late 1954. Recession recovery began in the third quarter of 1954 and the 
administration initiated a policy of restraint. Shortly thereafter housing starts 
began a long downward trend which continued until the second quarter of 1958. 
Although in the fall of 1957 there were numerous signs that pointed to a 
dedine in economic activity, the administration failed to reverse its tight 
money policy until late in November. 

Despite difficulty of computing time lags and assessing other pertinent factors, 
there is no doubt of the casual relationship between the cost of mortgage money 
and new residential construction. 

This is indicated by an article in the New York Times of January 12, 1959, 
which I ask be included in the record at this point: 


[From the New York Times, Jan. 12, 1959] 
“LOANS ON HOUSING REBOUND SHARPLY 


“LIFE INSURANCE COMPANIES AND SAVINGS BANKS STEP UP MORTGAGE ACTIVITY 


“At the top of a roller coaster ride, home mortgage lenders are wondering 
When they will start a new descent. 

“From a low point of 880,000 in February, private housing starts rebounded 
sharply, influenced by the increased attractiveness of fixed-rate Government- 
backed mortgages at a time of falling market yields. By midyear, starts were 
running 25 percent ahead of the first quarter low on a seasonally adjusted basis. 

“The turnaround in the mortgage markets lagged several months behind the 
Federal Reserve’s shift to easier money in November 1957. Similarly, the shift 
from ease to neutrality in August 1958, « ‘aught the mortgage market committed 
as far as 9 months toa year ahead. 

“Life insurance companies and savings banks stepped up the tempo of their 
mortgage lending sharply early last year from the low levels of 1957. Pension 
funds, after years of indifference, became actively interested in the mortgage 
market. Commercial banks offset losses of commercial, industrial, and agricul- 
tural loans by reentering the mortgage field in volume. 

“Students of the economy saw in the sharply increased level of mortgage 
lending another built-in stabilizer that goes to work automatically in times of 
recession. Charges that fixed interest rates were a primary cause of instability 
inthe housing market were ignored in Congress. 

“By November, the recovery in housing had reached an annual rate of more 
than 1,300,000 starts, seasonally adjusted. This was the highest level since 
1955. For the year as a whole, starts were expected to total about 1,200,000 
wits, compared with somewhat more than 1 million in 1957 and 1,400,000 in 
1950, the record year. 

“Enactment of liberalized downpayment requirements for Feder: il Housing 
Administration mortgages was credited with much of the year’s gains. FHA 
mortgages, which enjoyed the lion’s share of the additional volume, shot up from 
a low level of $475 million in the second quarter of 1957 to $1,219 million in 
the third quarter of 1958. An increase in the maximum rate on Veterans’ Admin- 
istration mortgages from 414 to 4% percent, on the other hand, failed to halt a 
decline in the level of the Administration’s lending. 

“Conventional loans rose from a low level of $4,020 million in the first quarter 
of 1958 to $5,981 million in the third. Overall, home mortgage credit outstanding 
advanced to $114,783 million at the end of September, up $9,263 million in a 
year. 

“A number of thrift institutions and financial intermediaries sold Government 
securities to buy mortgages. Life insurance companies, which virtually had 
withdrawn from the market in the winter of 1957-58, increased their activity to 
$391 million in the third quarter. 

“With the midyear reversal in credit policy, mortgage lending activity tightened 
appreciably. Forward commitments, particularly by life insurance companies, 
Were halted for a time. Institutional investors considered the possibility that 
Government securities, which they had continued to avoid, might once more 
become attractive alternates to mortgages. 
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“At year end, however, mortgage money was far from tight. The continued 
inflow of savings, particularly into savings banks and life insurance companies, 
caused a decline in discounts on FHA and Veterans’ Administration mortgages.” 

Wesley C. 
Bureau of Business Research at the University of Oregon, reported recently: 
“The present depression began in Oregon about a year before the downturn be 
came nationwide. Because lumber production is the most important segment 
of manufacturing in this State, any substantial change in the level at which this 
industry operates has wide repercussions. About 85 percent of Douglas-fir lum. 
ber is used in home construction, so that Oregon sawmills and logging operations 
suffered a sharp curtailment in 1956 when national housing starts dropped to 
1.1 million from 1.8 million the previous year. The depressed conditions in 
Oregon at a time when most of the rest of the country was still prosperous re- 
sulted in a great psychological shock. Although economic activity slumped 
still further during late 1957 and 1958, attitudes in Oregon appeared better, 
perhaps because the rest of the country had joined Oregon in depression.” 

Professor Ballaine’s remarks concerning the psychological lift experienced by 
Oregonians when recession struck other States are an ironic comment on the 
condition of Oregon’s lumber-dominated economy. 

Tight money meant hardship for thousands of Oregonians in 1957. When 
combined with the nationwide recession in late 1957 and 1958, it meant tragedy 
to many. Comparative unemployment figures for 1957 and 1958 show the heavy 
toll: 


Midmonth unemployment 
Month 


| 1957 


1958 1958 excess 


January 60, 000 79, 500 19, 500 
TT ete | 59, 000 74, 600 15, 600 


55, 000 70, 900 15, 900 
44, 000 63, 100 19, 100 
30, 000 54, 100 24, 100 
25. 000 42, 500 17, 500 
25, 000 39, 700 14, 700 
26, 000 37, 200 11, 200 


When Mr. Truman left the White House, the prevailing total interest bill ona 
$15,000 home was $10,400; last year the figure was $15,600 or more than the 
actual cost of the dwelling itself. 

Not only has the tight money seriously hurt the housing industry by restrict- 
ing the supply of mortgage money, it has failed to halt inflation, one of the 
policy’s avowed purposes. The effect of this factor on home construction: 
Residential building costs have risen drastically. 

The administration has shown no inclination to alter its monetary policies 
so as to relax the pinch on mortgage money. Later in this Congress I intend 
to offer legislation providing selective economic controls which I believe will 
better serve the needs of the country. Fortunately, there are other ways in 
which to stimulate the housing market. What is needed is a program including 
direct Government loans to reach the middle-income bracket housing market; 
more rapid scheduling of public housing construction; expansion of military, 
college, and low-rent housing; acceleration of urban renewal projects and pro 
vision for housing of displaced families; expansion of FHA lending authority. 
The goals achieved by such a program would be twofold: 

1. A vastly expanded housing program will be a key to continued economic 
recovery, not only in Oregon but in other parts of Nation as well. Housing 
absorbs a wide variety of materials and manufactured products and requires a 
large amount of manpower. Money funneled into the economy through this 
method shows up quickly in the marketplace. 

2. Our Nation will have difficulty turning the tide against the spread of slums 
and inadequate housing until a rate of new starts in the neighborhood of 2 
million units annually is reached. Gaining this rate would be a huge step for 
ward in the fight to insure decent shelter for all. 


sallaine, professor of business administration and director of the - 
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STATEMENT OF CLAIR ENGLE, A U.S. SENATOR FrRoM THE STATE OF CALIFORNIA 


Mr. Chairman, I appreciate the opportunity of appearing before your com- 
mittee to explain why I am cosponsoring S. 193, introduced by Senator Clark, 
and I will keep my remarks brief and generally limited to the California situa- 
tion. First, let me say that I endorse wholeheartedly what the mayors of seven 
cities in the United States, including Los Angeles’ Mayor Norris Poulson, told 
the committee on Monday were the needs of our cities. These men know better 
any anyone else what the problem is and what should be done about it. We 
eannot permit the slums to conquer our cities and blight the lives of millions 
of urban residents. The time for action is now before the cancer spreads. 

The 6-year $1.35 billion program of urban renewal recommended by the Presi- 
dent represents only minor surgery. The malignancy is much more serious than 
the administration seems to realize. The limited funds proposed once more fit 
the category “too little, too late’ which seems to characterize the administra- 
tion’s policy. ‘The Clark bill calls for a 10-year, $6 billion program which can do 
the job. This is no time for halfway measures. And this is no time to put a 
greater burden on the already financially strapped cities. The Clark formula 
which requires that the cities pay one-third of the urban renewal costs is far 
more equitable than the administration’s gradual increase in the cities’ percent- 
age to one-half. It might even be wiser to reduce the cities’ share to one-fifth, 
as Mayor Poulson urged. It does no good to have Federal money available if 
the cities cannot obtain the necessary matching funds. 

Interest in the Federal urban renewal program in California has picked up 
considerably in the past 3 years. Six cities were in the program in 1955, while 
25 were considered active in 1958. A total of 35 projects were in various stages 
of execution as of December 31, 1958. Judging from the response so far to the 
American Municipal Association’s urban renewal survey, initiated early in Jan- 
uary—and still underway—the number of California cities involved in the 
program will increase by at least 40 percent during the next year or two. 

This trend indicates a probable request by California cities for $40 to $50 
million annually for the next 10 years. Even more would be needed if the 
California community redevelopment law is amended, as proposed in legislation 
being sponsored by the California League of Municipalities. 

Lest anyone think that these requests are not warranted, a little arithmetic 
isin order. According to the 1950 Census of Housing, 14 percent of the 3,590,660 
dwelling units in the State of California either lacked running hot water or 
private toilet and bath, or were dilapidated. That makes roughly 500,000 sub- 
standard units. Assuming 40 percent of these are probably fit for clearance, 
that makes 200,000 units to be cleared. The cost per unit can be considered 
$3,000 if we divide the money now available by the units now being cleared. 
Thus, we came to an estimate of $600,000,000 cost of a total program in Cali- 
fornia over the next 10 years. This compares favorably with the trend of 
applications for funds. 

Then, what must be the national program level for California to receive her 
fair share? The law permits each State to get up to 12.5 percent of total 
available capital grant funds. If the Federal proportion remained two-thirds 
of total costs, then a $300-million-per-year Federal fund would meet California’s 
requirements at 12.5 percent of this total. But California has only been able 
to reserve $72 million of the total $1.3 billion, which, so far, has been made 
available, a percentage of approximately 6 percent. Assuming California cities 
continue to fare as well as they have in the past, the national program level 
would have to be about $600 million per year for the next 10 years to enable 
California to meet its needs. A more likely possibility is that California would 
get only about 5 percent of the total grant funds made available, so the $600- 
million-per-year figure is a conservative one. 

I apologize for this lengthy analysis, but it seemed the only way to make the 
ease clear. We cannot wish the problem away. The statistics are so impres- 
sive that we cannot ignore them. 


Senator Sparkman. Senator Proxmire? 

Senator Proxmire. Mr. Chairman, at this point it seems it would 
be appropriate for me to ask to have put in the record a statement by 

| Ackerman, of Milwaukee, who is the urban renewal coordinator 
for the city of Milwaukee. This is in lieu of a statement by the mayor 
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of Milwaukee, Mayor Frank Zeidler, who I think is one of the truly 
outstanding housing experts in the Nation. 
Unfortun: itely, M: ayor Zeidler is ill, and it was impossible for him 
to prepare a sti itement, but Mr. Ackerman is a very able and compe- 
tent gentleman and I would like permission to put ‘this in the record, 
I would just like to say, to summarize the statement of Mr. Acker- 
man, I think it shows more dramatically than any of the testimony 
I have heard so far, and I have heard most of it, how essential it 18 
if we are going to get elimination of slum and blight, to have an 
aggressive, effective urban renewal program on a Federal basis, 
Milwaukee, according to this statement, has made a very aggressive 
effort. to raze unsafe buildings through a building inspection pro- 
gram. It has vigorously enforced an extremely strong housing code, 
Tt has made a maximum financial effort and, in spite “of all this, the 
problem remains very large and very difficult. It is the consensus of 
opinion on the part of most competent people, and I have great faith 
in the competence of Mayor Zeidler and his assistants, that this can 
only be done effectively through a Federal urban renewal program. 
Just two more points I would like to raise, and one of them is that 
Mayor Zeidler’s assistant, Sol Ackerman, supports the position that 
Mayor Zeidler has taken for a long time and that is the importance 
of considering civil defense in connection with this whole program. 
Also, he confirms a criticism that Senator Clark has made throughout 
these hearings, that the choking bureaucratic hand of Washington 
in the field of housing is a serious problem to local housing author- 
ities. 


Senator SparKMAN. Without objection, that will be inserted in the 
record. 

Thank you for your statement. 

(The statement of Mr. Ackerman follows :) 


STATEMENT OF So. ACKERMAN, URBAN RENEWAL COORDINATOR, MILWAUKEE, WIS. 


Gentlemen, I wish to thank the committee for this opportunity to present this 
statement on the present problems of housing and urban renewal in Milwaukee. 

There is presently before the Congress proposed legislation which will vitally 
affect the housing and urban renewal program. Your decision is more vital than 
ever to us in Milwaukee. The failure of passage of the housing bill in the last 
Congress for reasons of which we are all well aware has seriously impaired our 
ongoing urban renewal program. It is further recognized that the administra- 
tion in its budget for the fiscal year of 1960 is repeating its previous recommen- 
dations. These recommendations would continue the cutback in the scope of the 
urban renewal program that we have already suffered in Milwaukee and which, 
I am sure, has also crippled programs in other communities. 

I would like to first address myself to the size of the urban renewal program 
and to the unfortunate concept that Federal participation in the program should 
be decreased. It is heartening that the administration recognizes the need for 
an ongoing program of urban renewal and is again officially presenting a 6-year 
proposal, However, it is disheartening that no effort is being made to have 
the size of the program reflect the need, and that the concept of decreasing 
Federal participation in favor of expanded State and local financial partici- 
pation in the program still holds sway. 

The city of Milwaukee has in many ways been the goose which has laid the 
golden egg for the rest of Wisconsin. For every tax dollar we send to Madison, 
our State capitol, we get back 50 cents. Instead of being helped by the State, 
the city is supporting the rest of the State. It is problematic as to how much 
longer we can do this while slums and blighted areas continue to grow in our 
community. It is all too easy to kill the goose that lays the golden egg by ignor- 
ing the diseases which affect the goose, and this has been the record of State 
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aid in our Community. Indeed the Wisconsin constitution would prohibit the 
State, even if it could, from making moneys available for urban renewal to 
either Milwaukee or any other gove nment in the State or by the State doing 
it itself, despite any recommendation which came from Washington. 

Our State constitution prohibits the use of State funds for internal improve- 
ments except for certain limited activities such as highways and airports. The 
amending process is time consuming, arduous, and often unsuccessful. Thus, even 
if Wisconsin were willing and able to assume Federal responsibilities for urban 
renewal, it could not. All that could happen would be a shifting of the additional 
urban renewal costs to the city, which would be forced to rely on the property 
taxpayer who is already the main source of funds. 

The only real regeneration that has taken place in our city has been under 
the stimulus of Federal aid. It would be a shame and a breaking of faith 
with cities which have gone to such limits to qualify themselves for such aid 
if the Federal aid were to be discontinued or reduced. 

A reduction in the amount of Federal urban renewal aid would result locally 
in placing emphasis almost solely on the enforcement of building and housing 
codes. In Milwaukee there is an outstanding program in this regard, but by 
itself this program is insufficient to eliminate slums and blight. 

Let me describe Milwaukee’s program. For many years the city has had a 
vigorous program of razing unsafe buildings through the activities of our de- 
partment of building inspection and safety engineering. This is not a new 
effort, but has been taking place for 30 years. By the end of 1958 over 9,400 
structures have been demolished under this program. During this period more 
than 9,000 family living units of the poorest sort have been eliminated because 
the structures which contained them were razed. In 1958 alone, over 700 struc- 
tures were razed through the efforts of our building inspection department. 
These activities have not stopped the growth of slums and blight. 

In addition to the activities of our building inspection department, we have 
a strong housing code, enforced by our health department. It is as strong as 
our community can stand. Here, too, we think we have an outstanding record, 
perhaps the outstanding record of enforcement in the Nation. In the years 
1956 and 1957, a total of 8,483 different dwelling structures were inspected; 
additional thousands were inspected in 1958. 

We operate an area inspection program. Our health department inspectors 
go from door to door, dwelling unit by dwelling unit, structure by structure, 
block by block. The residential structures and living units within them in more 
than 380 blocks have been brought into compliance with our housing code since 
the end of 1955. In order to achieve that amount of compliance, in the years 
1956 and 1957 alone, almost 55,000 notices were issued to both property owners 
and tenants ordering the correction of housing code violations. These orders 
have been complied with. These orders to improve health, maintenance, and 
occupancy conditions have been issued against all types of residential property. 
This code has been administered on the assumption that Milwaukee must have 
aminimum standard below which people in the community cannot be permitted 
to live. The code has been enforced with fairness and understanding. It is 
still being enforced, and enforcement efforts are being accelerated. But these 
efforts have not and cannot eliminate our slums. 

In addition to our own efforts on code enforcement, Milwaukee has made a 
major effort to reduce residential densities and help its relocation problem by 
expanding its area. Since 1945 our city has grown from 44 square miles to 80 
square miles. In the period from 1920 to the end of the war the area of the 
city grew from 26 square miles to 44 square miles. An expansion ‘program of 
this type has been costly, but it has been pursued consistently until stopped 
by the existence of a ring of incorporated suburbs. This course, despite its 
Costliness, has been followed because it was felt it was an absolute necessity. 

To relieve overcrowding in our congested areas, there must be available land 
for families to build upon—families which cannot afford an acre lot as so many of 
our Suburbs require (and in some cases, as much as a minimum of 5 acres). It 
is the responsibility of the community to make certain that the essential urban 
services such as sewer and water, paved streets, and schools would be available 
toour families in areas where decent living condiitons are possible. By grow- 
ing, Milwaukee has expended tremendous sums to provide areas for new and 
inproved housing. 

All of these measures, together with the small urban renewal program, have 

1 a combined assault against the slum and blighted areas problem here in 
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Milwaukee; nevertheless the amount of slum and blighted area in Milwaukee jg 
growing, and growing at a faster rate than we have been able to eliminate it, 
It is essential to everyone that the growth of slums and blight be halted. 


What has happened to Milwaukee’s urban renewal program? As a result of - 


the present situation in Federal renewal funds, one urban renewal project hag 
been cut back in size from 800 acres to approximately 100 acres. This project 
would have involved not only redevelopment but rehabilitation, thus preventing 
sizable salvable area from turning into a slum. Plans for the starting of project 
planning in three additional areas have been held back. At the level of capital 
grants which are now proposed in the President’s budget, our slums and blighted 
areas in Milwaukee, despite the most vigorous efforts, will increase faster than 
they are eliminated. 

Urban renewal is a program to raise the standard of living of our community 
by setting minimum standards as to where people live and where they work, 
Certainly the other effects of the urban renewal program such as a rebuilding 
of the tax base, such as strengthening the downtown district are important, but 
most important, it is a bootstrap operation to raise living standards. In this 
bootstrap operation, through code enforcement and other rehabilitation activi- 
ties, the decline of our older areas is slowed down and the goal of a minimum 
standard of housing for all our people is set. Through redevelopment, the 
structures and areas which are beyond salvage are eliminated. Through reloca- 
tion efforts, those families who are displaced by reason of either code enforce- 
ment or redevelopment are helped to find decent places to live at prices they 
can afford to pay. 

It is in the solution of this last problem that public housing has received im- 
portance. It is not only a slum clearance tool in its own right, but often the 
only means whereby low-income families, particularly the aged, the large family, 
and the handicapped family can also live in decent housing. I believe that their 
problems are as important and as necessary of solution as the problems of other 
families, and in these cases I see uo solution except through public housing. 

Specifically, I would suggest the following to you: 


URBAN RENEWAL 


1. That there be authorized capital grant funds for urban renewal in the 
amount of $600 million a year for a 10-year period. About a year and a half 
ago, in a statement Mayor Zeidler made before your subcommittee in Chicago, 
he suggested an annual authorization of $500 million a year for 10 years. An 
increase in the “ante” is now suggested due to the lack of adequate authoriza- 
tions in the interim period. 

2. That the financing formula be changed as follows so that the local con- 
tribution be no more than 10 percent of project cost. 

3. That local public works be more liberally included as offsets to project 
costs. 

4. In this connection, it is not important whether a pulic work is of citywide 
benefit or only of neighborhood benefit. If it is of citywide benefit, it is also of 
benefit to the specific project area and should be eligible for consideration as a 
partial offset to project costs. If a public work is paid for through revenue 
bonds, its eligibility as an offset to project cost should not be impaired. The fact 
that cities, in the desperation of their financial problems, may finance some of 
their public works through revenue bonds instead of general obligation bonds, 
does not decrease value or the importance of the public work as a part of the 
urban renewal project. 

5. In many cases, we cannot wait for the long and necessarily complex urbat 
renewal procedures to be complete before starting capital improvements in an 
area for which renewal is planned. If such a public work is built not more that 
5 years before there is a contractual relationship with the Federal Governmett, 
it should be eligible for consideration as an offset to project cost. 

6. That there is need for an increase in the amount of grant funds available 
to purely nonresidential projects. It must be recognized that slum areas are 
often areas of mixed land use, that they can range in use all the way from 
entirely nonresidential to entirely residential. Rigid and fixed formulas as t0 
the percentage of a project which must be in residential land use often result 
in art.ficial boundaries for project areas and thus is an unrealistic treatment 
of the problem. I would, therefore, suggest that there be an increase in the 
percentage of capital grant funds available for projects which are not clearly, 
vredominantly residential, and that within this set-aside the requirement that 
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In view of 
the tremendous needs for redevelopment of residential areas, I suggest that 
the percentage of grant funds available to the so-called 10 percent exception 
projects be increased and that for such areas there need not be any land used 
for residential purposes. 


RELOCATION NEEDS 





1. That the public housing program be continued and that the authorizations 
originally contained in the Housing Act of 1949 as to the size of the program 
be restored. 

2. That there be special provision made in the public housing program for 
handicapped families as well as aged families. (In Milwaukee there are 
presently a substantial number of vacant rental units. However, generally 
these vacancies are concentrated in our poorest housing and in our most ex- 
pensive housing. The groups I have referred to above still seem to encounter 
substantial difficulties in finding places to live at rents they can afford.) 

38. That the section 221 program should be continued. Do not deceive your- 
selves that this program will eliminate the need for public housing, but it does 
help some displaced families. To improve the program would specifically sug- 
gest the following: 

(a) That the FHA, in determining estimated value for purposes of de- 
termining mortgage amounts for new rental construction, be instructed to 
estimate such value upon replacement cost rather than long-term value. 
If this program is envisaged as providing 100-percent financing, 100-per- 
cent financing should be available when needed. The present procedures 
do not always permit this. 

(b) That in the portion of the 221 program that is geared to the single 
families owner-occupied housing, cost limits be increased from the present 
maximum of $10,000, and two-family structures (with appropriate increase 
in mortgage amount) also be permitted in the program. Here in Mil- 
waukee we are a high-cost community, as recognized by the FHA, and 
thus the maximum mortgage for 221 is $10,000 per unit. It is impossible 
to produce an acceptable house, including land costs, for this amount, and 
it is difficult to find used houses, particularly suitable for large families, 
in any quantity, for this amount. 

(c) That there be a special assistance fund in the Federal National 
Mortgage Association program to permit the making of mortgages at an 
interest rate substantially below the 5% percent plus %4 percent FHA 
insurance fund now being charged for section 221 mortgages. 

(d) That the artificial requirement that families can only utilize section 
221 mortgage insurance in the same municipality in which they are dis- 
placed, tends to further concentrate low-income families in high-density 
areas. The example which is set in the defense housing program which 
permits such housing to be built anywhere in the metropolitan area should 
be used here. 

4. That in regard to other federally aided programs which cause relocation, 
specifically the interstate highway and airport program, it must be recognized 
families face the same difficulties as those who must move because of an urban 
renewal program. Both groups have the same problems, and I believe this 
committee might wish to look into the problem of giving the same aids to these 
families, although such aids should not come from urban renewal funds. 


CIVIL DEFENSE 


I would also like to suggest that there is a greater relationship between 
civil defense and the various housing programs than we have recognized to 
date. With the continuous danger of use of intercontinental ballistic missiles 
and the thermoneuclear warhead, we cannot ignore the fact that our first 
line of defense today is as much preparedness at home as it is in the Armed 
Forces. I would suggest, therefore, that FHA minimum requirements reflect 
the facts of life in regard to the need for blast, or at least fallout, shelter in 
the home and that the URA be required to take into accoune civil defense 
requirements in its approval of the planning of renewal projects. 
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ADMINISTRATIVE REQUIREMENTS 


A year and a half ago Mayor Zeidler commented about the amount of redtape 
in the urban renewal program, remarking that about 18 pages of law had 
been compounded into 3% pounds of permanent regulations and innumerable 
pages of public agency letters or temporary regulations. The flow of paper 
has not decreased. The entire amount of regulations, policies, procedures, 
and binders in which they must be kept today weighs 10% pounds. I am 
almost fearful to raise this point, for if the effects of this comment are as helpful 
as the mayor’s remark, we will soon be faced with 31% pounds of regulations, 
Perhaps this geometric increase in weight will taper off and hopefully a de 
termined effort will be made to reduce it. 

I want to thank your committee for the opportunity to place this statement 
in your record. We in Milwaukee are anxiously awaiting your actions and 
the actions of this Congress. The health of our city will be to a large measure 
determined by what happens to the housing and urban renewal program. I 
am certain that you will recognize the needs and help us to meet them. 


Senator SparKMAN. Next we have the National Association of 
Home Builders, Mr. Carl Mitnick, president, and Mr. Herbert Col- 
ton, general counsel. 

If you gentlemen will come around with such other associates as 
you have with you, we will appreciate it. 

Gentlemen, we are glad to have you with us. We have your pre- 
pared statement. All of it wil be placed in the record. I notice 
you have several addenda and they will be inserted. 

You may proceed in your own way. 




























STATEMENT OF CARL T. MITNICK, PRESIDENT, ACCOMPANIED BY 
HERBERT S. COLTON, GENERAL COUNSEL, AND MARTIN L. BART- 


LING, JR., FIRST VICE PRESIDENT, NATIONAL ASSOCIATION OF 
HOME BUILDERS 


Mr. Mrrnickx. Mr. Chairman and members of the committee, my 
name is Carl T. Mitnick. I have with me today Herbert Colton, our 
general counsel, and Martin L. Bartling, Jr., our first vice president. 

I build homes in the southern New Jersey area. As you may know, 
just a week ago today I was elected president of the National Asso- 
ciation of Home Builders. Consequently, I have barely had a chance 
to get my feet wet in that job before coming here to give you the 
views of the homebuilding industry with respect to the legislation 
before you. I am very pleased indeed to have this opportunity and 
I ask your indulgence as the pressure of time has not permitted the 
full and complete discussion which NAHB generally presents to this 
committee. 

Of course, most of the matters treated in S. 57, S. 193, and S. 612 
and our position with respect to them are familiar to you through 
our testimony on the 1958 housing bill. As you know, with some 
few exceptions, we support provisions of the bill passed by the Sen- 
ate last year and now contained in S. 57. In order to save time, we 
have prepared and attach at the end of my statement a tabulation of 
our position on each of the pertinent legislative proposals on which 
our board of directors has acted. 

For the record and for the information of new members of the 
committee, the National Association of Home Builders is the trade 
association representing the homebuilding industry and as such is 
the spokesman for organized homebuilding throughout the Nation. 
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As of the close of 1958 our membership totaled somewhat over 
40,000 builders and associates affiliated in 308 State and local home- 
builders associations. Policy on legislative and other matters is de- 
termined by our board of directors of 523 men who receive reports 
from committees designated to study various subjects. 

The views that I am about to express were arrived at through 
this process. 

I feel sure members of the committee will be interested in the 
facts with respect to production of new housing during the year just 
closed. The total of new housing units for the year was approxi- 
mately 1,200,000 and at the end of the y rear starts were at the adjusted 
annual rate of approximately 1.400.600. In that segment of pro- 
duction relating to private single-family homes, the industry in 
1957 had dropped to 840,000 units, and it is interesting to note that 
the median price rose to $15,100. 

As an interesting contrast in 1958, according to NAHB’s survey, 
the median price dropped to $13,900 and production of single-family 
homes rose to more than 925,000. We believe this is a dramatic illus- 
tration of what can be done with an adequate flow of mortgage 
credit. Both the increase in starts and the decrease in median price 
are directly attributable to the availability of mortgage money at 
reasonable terms during most of 1958—in good part as a result of 
the Emergency Housing Act of 1958, initiated by this committee. 

In addition, I wish to make clear that the industry made very de- 
termined efforts to carry out the purpose of this legislation through 
concentration upon the production of more lower cost housing, de- 
velopment of materials and designs for this purpose, and organiza- 
tion of industry committees to accomplish it. 

The rate at which homebuilding will contribute to the economy 
in 1959 will depend upon the availability of mortgage money at 
reasonable rates and on terms suited to the ability “to pay of the 
typical home buyer. 

If money is available, it is the opinion of the industry that it can 
match and very probably better 1958’s record of 1,200,000 starts. 
Possibly we can attain 1,400,000. Housing demand and _ other 
factors—always with the ‘exception of the ‘mortgage credit prob- 
lem—indicate this possibility. Even at that rate, it is our conviction 
we would be doing no more than barely meeting the needs of a 
dynamically expanding Ameri a. See attachment B. 

However, unless present financing trends again reverse themselves 
or some remedial action is taken by the Congress, there is danger 
that we will fall back to the 1957 level. We do not believe we can 
reasonably expect to maintain last year’s homebuilding pace without 
adequate financing. 

I would like to insert in the record a copy of the survey of NAHB’s 
Builders Economic Council for December 1958. 

Senator SparKMAN. That will be included. The entire statement 
will be inserted at the close of your remarks. 

Mr. Mirntck. Thank you. 

The Builders Economic Council is a group of some 449 selected, 
typical builders with whom our economics department maintains con- 
stant contact. This survey is supplemented by annual builders’ in- 
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tentions conference, in which we seek to determine the direction the 
building industry will take for the coming year. See attachment (, 

The findings of the survey and conclusions of the builders’ inten- 
tions conference were confirmed by discussions at our annual con: 
vention just concluded. Builders there typically reported that they 
are working on a backlog of commitments obtained last summer but 
that it is rapidly becoming almost as difficult and as expensive to obtain 
commitments for VA financing as in the difficult year of 1957. 

I should like to touch on a few of the legislative items which either 
do not appear in S. 57 or other pending bills or seem to us to need 
special emphasis. Naturally, should the committee desire, we will be 
happy to discuss again our position with respect to any of the proposals 
which were covered in our testimony last year. 

FHA this year celebrates its twenty-fifth anniversary. It has as- 
sisted millions of families in obtaining their own homes by attractin 
some $50 billion into mortgage investment. It has been entirely self- 
supporting and has accumulated substantial reserves out of insurance 
premiums and fees paid by those who use it. FHA reserves now total 
nearly $700 million. It has been and is a model to the entire world of 
democratic government-industry cooperation. Its work should not 
be periodically hampered by exhaustion of its insurance authority. We 
believe FHA heal be provided with adequate continuing insurance 
authority so that it does not again face the possibility—as it did a few 
months ago—of closing its doors or adopting some makeshift device. 

Congress may choose to give FHA unlimited insurance authority 
and we support this proposal. If not, however, then it should provide 
that, in the event FHA’s insurance authority becomes exhausted while 
Congress is not in session, FHA may nevertheless continue to insure 
loans until Congress returns and has an opportunity to act. In our 
opinion, this would preclude any possibility of interruption to FHA’s 
vital work while providing whatever control the Congress deems ap- 
propriate. 

Further, in view of the nature of its operation, FHA should be al- 
lowed to use its appropriation flexibly in accordance with its workload 
and existing law. Necessary control over its expenditures could be 
exercise by a provision that it must set aside a certain percentage of its 
income each year toward reserves. We realize that this is a matter 
for the Appropriations Committee rather than the Banking and Cur- 
rency Committee. 

We believe, however, that the interest of the members of this com- 
mittee in the entire subject warrants their close attention to this sug- 
gestion. FHA’s funds are derived from income rather than from tax 
moneys, and the agency should be permitted to use its funds in reason- 
able relationship to the flow of its business. 

In view of the increasing difficulties in obtaining VA loans, amend- 
ments to FHA terms require particular consideration. Last year, 
among other proposals, we suggested (a) a lower downpayment sched- 
ule, (b) an extension of the mortgage term, and (c) an increase in the 
maximum mortgage amount under section 203 and related sections 213, 
220, and 222. 

On lower downpayments we suggested that the committee consider 
lowering from 15 percent to 10 percent the downpayment requirement 
between $13,500 of value and $20,000, and lowering to 25 percent the 
downpayment on value in excess of $20,000. 
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Secondly, with respect to maximum maturity, we suggested extend- 
ing the amortization period to 40 years on all FHA-insured and VA- 
guaranteed home loans as now provided for under sections 213 and 221. 
We have filed with our testimony an analysis of the effect of such an 
extension. Finally, last year we urged an increase in the maximum 
mortgage amount under section 203 to $30,000. 

I should like to refer to pages 232, 233, and 238 through 243 of the 
hearings before this committee on the Housing Act of 1958. Without 
at this time repeating the reasons for our position on these items, I 
urge the committee and its staff to review the extensive materials 
submitted with our testimony of last year. 

We should like the committee to know we were greatly encouraged 
by the provisions for a new section 229 program on elderly housing in 
the bill reported out during 1958. We strongly support favorable 
action again on these provisions as set forth in S.57. This would pro- 
vide a new FHA program to increase the supply of rental housing 
by insured loans not in excess of the FHA estimate of replacement 
cost with 50 percent or more units specially designed for use and 
occupancy by elderly persons. 

I can claim some knowledge of this aspect of home production, 
having built over a thousand homes for elderly persons. I believe 
that there will be a very substantial production of housing for elderly 
persons. I believe that there will be a very substantial production of 
housing for elderly families if these provisions become law. 

If you will permit me, I would like to make a personal observation, 
on the ticker last night I saw where Senator McNamara was appointed 
chairman of a committee to look into the elderly persons situation and 
this heartened both myself and all our members. We are very appre- 
ciative of this. 

In our testimony before you last year we stated that our board of 
directors had voted an intensive study of what we call a central 
mortgage reserve facility, but that in view of the highly technical 
nature of this subject and its fundamental importance, we were not 
then ready to submit a snecific proposal. 

It is our understanding that there will be an opportunity later 
during this session for detailed testimony looking toward legislation 
of long-range nature in 1959 or 1960. We are gratified that already 
this committee has taken a first step toward this objective. 

At the committee’s request a past president of this association, 
Thomas P. Coogan, has already submitted a detailed outline of his 
eonnet proposal along these lines, and the director of our national 

ousing center, Neal J. Hardy, has also given the committee a paper 
bearing on the same question. 

Senator Sparkman. Mr. Mitnick, will you pause there just a 
moment. I will have to go down to the Rules Committee on a resolu- 
tion pertaining to the continuation of a subcommittee, and also a 
resolution for the Small Business Committee. I hope I shall not be 
long. I will ask Senator Clark to take the chair while I am gone. 

Senator CLarx (presiding). Go right ahead, please, Mr. Mitnick. 

Mr. Mrrnicx. As a result of our study, our general conclusions are 
that FNMA should be amended and expanded to recognize it as a Goy- 
ernment agency for stabilization of mortgage credit rather than a po- 
tential private corporation operated for profit. It should be author- 
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ized to accumulate and hold a long-term mortgage portfolio against 
which it should issue its obligations of varying maturities. Its an- 
thority should be increased to sell its securities to the investing public, 


It should also be authorized to make short-term loans against the eol- 


lateral of insured and guaranteed mortgages. Finally, it should pro- 
vide a real and functioning directorate and be granted authority to 
set FHA and VA interest rates. The facility would rely entirely 
upon its ability to sell debentures in the open market; the yield on the 
mortgages which it buys must be reasonably related to the interest 
which it must pay to raise its funds. 

We are hopeful that full opportunity will be accorded this asso- 
ciation to present in detail at the earliest possible time specific legis- 
lative proposals which will carry out the general objectives as we have 
outlined them. 

I would also like to say we cannot too strongly emphasize the need 
for central mortgage reserve facilities. 

The question of interest rate is of course a major problem which 
should not await creation of a central mortgage reserve facility. The 
existing unmarketable GI rate should receive immediate attention. 
It is plainly evident in the industry today that the maximum ceiling 
of 434 percent on the interest rate in the VA home loan guaranty pro- 
gram is inadequate to attract investment of funds into this program, 
Home builders of course want their customers to be able to obtain 
necessary financing at the lowest feasible interest rate at any particu- 
lar time. But they cannot support a continued effort to force a rate 
which the market obviously will not accept. 

Already, particularly in the Western and Southwestern States, dis- 
counts being demanded for GI financing are so high that builders 
cannot operate under that program. The exhaustion in September 
of the $1 billion special assistance fund provided in the Emergency 
Housing Act of 1958 coincided with a renewed tightness in money 
markets. The money markets did a very quick turnaround in the 
past 6 months—during most of which time the Congress was not in 
session. 

For example, short-term interest rates, measured by Treasury bills, 
tripled from 0.881 percent in June 1958 to 2.808 percent in mid-Janu- 
ary 1959. Long-term Government bond yields rose from 3.20 percent 
to 3.84 percent. As the price of money rose, the VA 434 percent rate 
quickly became unmarketable except at increasing discounts which 
have now reached the levels of early 1957. 

If the GI home loan program is to b2 continued, we believe firmly 
that Congress should authorize the GI rate to be set under the same 
formula as presently applicable to FHA. Until such time as an 
effective central mortage reserve facility can be established to provide 
a more effective flow of capital into mortgage lending and until a 
marketable interest rate is established for the GI program, the only 
way in which an adequate flow of mortgage funds into housing pro- 
duction can be assured in 1959 is through FNMA. This we believe to 
be the only possible alternative. 

Today 4% percent simply is not a marketable rate. Unless the Gl 
loan program is to be allowed to end, there are only two alternatives: 
(1) To provide the same VA statutory limit on GI loans as on FHA’s 
and to authorize the VA Administrator to vary the maximum rate 
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from time to time in the same manner as the FHA has done since that 
program’s inception; or (2) again to provide to FNMA as in the 
emergency housing bill of ‘ 158, at least $1 billion for purchase of loans 
umarketable because of an unrealistically restricted interest rate. 

The latter alternative obviously provides only temporary relief. 
When whatever funds may be provided are again exhausted, the 
same problem will persist if the GI interest rate then remains below 
marketable levels. But we are forced to suggest this alternative to 
the Congress if the simpler and more effective step of permitting ad- 
justment of the interest rate is not taken. 

If the GI rate is not permitted to rise to a rate marketable at or 
near par, then there would seem to be no alternative other than 
FNMA special assistance. Insistence on an unmarketable rate inevi- 
tably will require extension of FNMA program 10. This matter 
was debated twice and at length by our board of directors in Chicago. 
On both occasions, we could find no other feasible alternative but to 
urge that Congress extend the FNMA special assistance program and 
provide for it an additional supply of funds in the amount of $1 
billion. 

In the absence of a marketable interest rate on the GI program 
and with no existing and effective central mortgage reserve facility, 
we believe that this is the only way in which an adequate flow of 
mortgage funds and production of housing can be assured in 1959. 

I must repeat that there is just one choice, either an increase in 
the interest rate or that FNMA special assistance, it seems just that 
simple. 

Once again, I should like to call the committee’s attention to attach- 
ment A of my statement in which is set forth a complete list of our 
industry’s position with respect to the many proposals for legislative 
change in the programs if FHA, FNMA, VA, public housing, urban 
renewal, and other Federal programs. Also, I should like to present 
for inclusion in the record as part of this statement the complete 
text of the policy statement for 1959 adopted by the board of directors 
of NAHB at our convention last week. See Attachment D. 

I want to thank you very much for the courtesy and attention which 
you have given us this morning. We will be happy to answer any 
questions which you may have. 

Senator CLtark. Thank you, Mr. Mitnick. 

Senator Proxmire / 

Senator Proxmire. Yes, sir; I would like to ask Mr. Mitnick a ques- 
tion on the overall economic implications of his message. I presume 
that if we had had a free interest rate for VA loans, instead of this 
artificial rate, in your judgment, we wouldn't have had the depres- 
sion in housing starts during 1956 and 1957 ? 

Mr. Mirnick. That is exactly correct. 

Senator Proxmire. And in your judgment, it would have been 
maintained on a very steady basis, perhaps a rising basis, up to the 
14million annual rate achieved at the end of —— 

Mr. Mrrnick. I think so, sir. 

Senator Proxmire. In your judgment, would this not have had 
m inflationary impact on the economy? TI say this because it seems 
tome that the only area that I can find in which there was a response 
in the economy to the Federal Reserve Board policy of increasing 
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interest rates to stem inflation and to stabilize our economy in 195¢ 
and 1957 was in housing. The expenditure by business on equip- 
ment and plant expanded during this period. 


Housing suffered and, apparently as a result of this suffering, the” 


economy was stabilized and the ultimate consequence for the whole 
economy, that the Federal Reserve Board was trying to achieve, was 
indeed achieved. 

I am just wondering, however, if we complied with your recom- 
mendations, if the effect would not be to deprive the Federal Reserve 
Board of the effectiveness of monetary policy ? 

Mr. Mirnicx. As we understand it, the Federal Reserve Board is 
in favor of the increase, and if you hold the VA rate down, you are 
just sending those very same people to a higher rate. Isn’t that more 
inflationary? In other words, if you had a parity of FHA and VA, 
the veteran would pay 514 percent. When you send him to FHA, 
those few that can afford it, you make them pay 534 percent. 

Senator Proxmire. That is the point, those fow who can afford it. 
You don’t send them to a higher rate; the fact is they don’t build a 
house, they don’t compete for labor, and they don’t compete for mate- 
rials that are presumably in short supply. 

Mr. Mirnicrx. We feel that all Americans are entitled to good 
housing and why throw them out or force only those who can afford 
to get into it, throw them into either conventional financing or to 
FHA. 

Senator Proxmire. Or deprive them of building a home at all. 

Mr. Mrrnicx. They are being deprived of building a home, or 
owning a home. And certainly I, in my own personal judgment, do 
not consider that we had inflation in 1958. 

Senator Proxmire. Certainly not in 1958. I am talking about 1956 
and 1957, when there was concern about the inflationary developments 
in the economy. 

Mr. Mirnicx. I would like to say here, and I am using some figures 
that Senator Sparkman has used, if I may, in which he stated that 
every time a house is built in this country, one man goes to work for 
a year, and the things that go into that house, also takes a man a year 
. manufacture, and the utilities take a man a half year to construct 
them. 

We were building at this time last year, to the tune of 915,000 
houses. We wound up with 1,200,000 houses. Now, the difference 
is 285,000 additional houses. If you will take 214 times that much, 
just think, over 700,000 men went to work for a year, which was 15 
percent of your considered unemployment. This is not inflation, put- 
ting people back to work. 

Ranter Proxmire. You and I are are arguing on exactly the same 


basis. I agree with you 100 percent. Of course it eee jobs; of 


course it provides the stimulation for the housing industry, but I just 
wanted to pet your reaction as to whether or not this kind of encour- 
agement of jobs, this kind of encouragement of buying of materials, 
presumably that are in short supply, would not tend to be inflationary, 
would not tend to reduce or weaken, diminish the power of monetary 
policies in the economy ? 

Mr. Mirnicx. I am greatly surprised, because I was in this very 
room a year ago, almost to the day, when we spoke about a recession, 
and as soon as things get better, is that inflation? 
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Senator Proxmire. No; you see what I am getting at is this. Of 
course, in 1958 we all agree that the Emergency Housing Act for 
which I voted and which we thought was fine was very helpful in 
simulating an economy that was far more in danger of recession than 
it was in danger of inflation. However, what you are telling us is that 
in 1956 and 1957, when the danger was inflation, rather than depres- 
sion, and unemployment, that in this period the policy of the Federal 
Reserve to increase intrest rates when the VA had artificially low in- 
terest rates, created friction, which prevented building homes. ‘That 
in this period of 1956 and 1957 you say the economy would have been 
better off, or at least housing would have been better off, if you could 
have continued to build at the 1.4 million rate. 

I would agree that this would be fine for housing. I would agree 
it would have provided more jobs, but the point is that building ma- 
terials were in short supply and there was some argument that con- 
struction labor may have been in short supply. 

My question is, in these periods, would not the economy be better 
off? I am not talking about the housing industry on which I agree 
with you 100 percent, but would not the economy have been better off 
to have some kind of artificial system of limiting housing 
construction ¢ 

Mr. Mirnick. Well, I do not consider it inflationary, and with an 
expanding America I can’t see why we should cut down housing. 

Sates Proxmire. I certainly think we should not cut down hous- 
ing, too. 

Mr. Mitrntcx. And I donot think it is inflationary. 

Senator Crark. Would the Senator yield ? 

Senator Proxmrre. I yield to the Senator from Pennsylvania. 

Senator Ciark. I wonder if Mr. Mitnick, because of his position, 
isn’t of necessity forced to say that bigger and more houses are good 
for the country, whether you have inflation or deflation. 

Mr. Mrrnicx. No; I think that all of us are interested—— 

Senator Ciark. I happen to agree with you, you see. 

Mr. Mrrnick. It is very nice when everybody is in agreement. 

Senator Crarx. I suggest that perhaps you stress the point a little 
too far, when you say that what is good for your association, is neces- 
sarily good for the country at all times. I happen to think it is, but 
itis a little hard to identify yourself with General Motors. 

_ Mr. Mrrnicx. I introduced mysef as a builder, and I certainly am 
Just that. 

Senator Crark. Maybe what we ought to do is just change your 
antirecession bill of last year and call it an anti-inflation bill this year 
and pass it. 

Mr. Mrrnicx. If you pass it, we would not care what you call it. 

Senator CLark. I am sure you would not, that was the point I was 
trying to make. 

Senator Javits? 

Senator Javirs. Mr. Mitnick, according to your appraisal is there 
any bidding for services or material in the building field, so as to have 
a material influence on the price of those commodities, that is, services 
or material ? 

Mr. Mrrnicx. No; through our research institute, we have been able 
to cut down the materials and still give a far better job. As you 
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noticed in our statement, the median prices have come down. I think 
we are giving more for the money than we ever did in the building 
business. This is my 39th year in this business, by the way, and I 
have never seen a better house being built. 

Senator Javirs. I don’t think you quite got my question precisely, 
Is there a shortage of materials or building workers so that there is 
bidding for the materials and building wor kers ? 

Mr. Mrrnicx. We find none of that. None at all, sir. 

Senator Javirs. To what extent do you feel that research has kept 
up with the times in the building industry in reducing costs? 

Mr. Mrrnicx. Well, of course, I will admit that we have come in 
just in the past few years, and we have some men, who I think are 
the finest in the country, working on this every minute. These are 
dedicated people, and we certainly want this to be a fine business. 

Senator Javirs. In other words, you feel that you have not done as 
much as might be done in the field of research, but you are doing 
more than you did before ? 

Mr. Mirnicx. I would like, Senator, if I could, to introduce Martin 
Bartling, who was chairman of our research institute, and he is known 
as one of the best research men in this country: I would like him to 
answer you if I may. 

Senator Javits. Is he here ? 

Mr. Barriine. Yes, sir; I am sitting here, Senator. I think there 
is a very simple answer to our research problems, and that is in the 
last 6 years, NAHB has made tremendous strides in working on prob- 
lems confronting our industry. One, as was mentioned by Senator 
Clark or Senator Proxmire, was the reduction of onsite labor, and 
most everything we do, deals with the use of component parts or 
materials which do require far less labor than ordinarily would be 
used. And in terms of advancement of research, actually, we are at 
the point now where we have developed techniques that are ahead of 
the times in this respect, that building codes and communities are 
not willing to accept some of the products of research, and if we could 
get the tools to work with, I think we could demonstrate very dra- 
matically that costs could be lowered and more labor freed, but we 
have problems of education, which we are working on. 

Senator Ciark. I am sure that is true, particularly in the larger 
cities. You doa better job with townships. 

Mr. Barring. That is quite right, where we have no code problems. 

Senator CLrark. Where you don’t have very highly sophisticated 
municipal officials. 

Mr. Bartiinc. But we are recognized, to summarize ine answer, 
we are recognized now throughout the building world, I mean not 
only here, but internationally, that we are making ae strides 
in research and in product dev elopment with manufacturers. We are 
right proud of it, as a matter of fact. 

Senator Javirs. Does the plan, like the pian we have on New York 
building codes, that is to standardize, help you? 

Mr. Barring. Yes, sir, it does; and the efforts of the State of New 
York are to be commended, and we have an expanded code depart- 
ment in the last 2 years, increased personnel, increased emphasis, and 
we are hopeful that steps such as New York has taken, will greatly 
help and simplify the entire code problem. 
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Senator Javrrs. You feel that would help you to lower costs? 

Mr. Bartiine. Yes, sir, no question about it. If we can have a 
code that depends on mere performance of material rather than arbi- 
trary requirements, it means we can progress. 

Senator Javits. You think that the particular plan pursued by New 
York of giving inducements for simplifying and standardizing and 
modernizing ¢ odes is the r ight approach to Government relations with 
private industry ? ; 

Mr. Barriine. I think it very definitely has merit and, in our 
code discussions, we have referred many times to this as the ideal type 
of approac h or one that might be susceptible to be used other places. 

Senator Javirs. I think now we come back to Mr. Mitnick. I have 
a few specific questions for him. I am very interested in this GI 
home loan. 

Senator Proxmire. Will the Senator yield at that point! I think 
he raises a very interesting point and one I neglected to bring out. 

In your judgment, would it not be true that if the housing industr y 
were more stable, if it were possible to continue on a fairly level 
basis, that costs would be lower than they are when you have to 
fluctuate as widely and as violently as you have? 

Mr. Mrrnick. Very definitely. Approximately so from the stand- 
point of inflation, at least w ithin your industry, costs could be held 
down better if you had a more sti able industry and if your contractors 
and others could stay in business over a long period of time and 
your labor could count on a more full-time employment, rather ann 
psychological unemployment, and could settle for more reasonable 
wages ¢ 

I definitely agree with you, and we could aim at the low-price market 
even better than we can now if we had a steady flow of money and 
we knew just where we stood, year in and year out, it would be a 
wonderful thing, Senator. 

Senator Javirs. One more question on the building construction 
codes. Do you think that it would be an appropriate aspect of Fed- 
eral legislation to endeavor to get States to qualify with State code 
plans in order to enjoy the maximum benefits which the Federal Gov- 
ernment affords in the housing field ? 

Mr. Mrrnicx. I think if we had any unified code, uniform code, we 
would be far better off. 

Senator Javits. So you think it might pay for us to study how we 
could induce States to adopt some form of State plan to bring about 
not only greater uniformity, but, what is even more important, 
modern ideas ? 

Mr. Mrrnick. I think this would be a wonderful thing. By the 

way, I might say when I appeared before the American Standards 
Association, we submitted the New York code as the model code 
which we were trying to get as a uniform code at that time. 

Senator Javirs. Mr. Mitnick, would you undertake to get your 
board of directors to recommend to us what we ought to do in : Federal 
legislation to induce other States to adopt a similar approach to the 
problem of archaic building codes? 

Mr. Mrrnick. We would relish the idea. We would love to supply 
you with all the things we could. 

Senator Javits. I “will promise you I will undertake the fight my- 
self, if you will give me your ideas. 
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Mr. Mirnicx. We certainly will give them to you, Senator. 

Senator Javits. Turning now to the GI home loan program, you 
say we ought to put FHA and VA interest rates on the same level, 
You are well aware of the fact that the reasons we did what we did- 
about GI’s was because we have a special reason for favoring them in 
respect to home construction. 

If we adopted your plan, and put them on the same interest basis, 
how would we be favoring them ? 

Mr. Mirnicx. By the half of one point, the mortgage insurance 
premium, which is one-half of 1 percent. This is a great saving, and 
the fact that a veteran can buy a house with no downpayment, these 
are the things that they are favored with. 

Senator Javirs. These would mark the difference, you feel, which 
would be an adequate consideration for their service to the country! 

Mr. Mirnicx. Well, of course, I am not the one to judge that, but 
this certainly makes a material difference. 

Senator Javits. Secondly, you say that there are considerable dis- 
count practices now which are rampant. 

Do the discount practices cost the GI more or less than the differen- 
tial in interest ? 

I think you get my question, but let me state it more specifically, 
He pays a lower interest rate today, but does he pay more than that 
back in the fact that some way or other, in the price of the house, he 
is paying for the discount that the builder has to take on the mort- 

age 
' Mr. Mirnicx. Well, the thing happens with this changing market— 
may I tell you what happened last year ? 

So many builders started to build houses and they sold them on GI 
terms, and they figured that they could sell them at 98.5, or at that 
figure, and then, today, they are anywhere from 89 to 93 or 94. 

Builders after they are stuck once this way, do not continue to build 
houses. They just stop. 

Senator Javirs. In those cases, the builders were stuck ? 

Mr. Mrirnicx. The builder has absorbed, has always absorbed it, 
but then he stops. 

Senator Javirs. So today, he has less inducement to do business 
with the GI’s, is that correct ? 

Mr. Mirnicx. He just can’t. So many mortgage companies and 
so many builders just do not have a GI program. They can’t; they 
want it, but they can’t have it. 

Senator Javrrs. Would you therefore say, as a conclusion, that GI’s 
find it difficult today to buy houses with the special inducements under 
the law that they have? 

Mr. Mirnicx. Very difficult. 

Senator Javrrs. And that it is really stopping purchases by them! 

Mr. Mirnicx. I would say the GI program is practically dead at 
this moment. 

Senator Javirs. Would you be ready to make any comparison be- 
tween now and any previous time to show the diminution of oppor- 
tunity for the GI? 

Mr. Mrrnicx. I don’t quite get you. 
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Senator Javits. I mean, let’s say that the market, the capability of 
the GI, for acquiring a home has been reduced by how many percent 
iecause of this situation? Half, three-quarters, or total ? 

Mr. Mirnicx. In our economic survey, called attachment B, I think 
this explains it. We would have to make a further study to give you 
the exact answer to that, Senator. I wouldn’t want to answer that 
vithout some preparation. We will give you the exact answer. 

Senator Javits. Please do, and I don’t ask this lightly. I ask it 
because people like those of us here in the committee are very deeply 
impressed with what needs to be done for the GI, and if you give us 
areason which indicates that keeping the interest rate at this rate is 
inimical to his interest, then that 1s a persuasive reason. On the con- 
trary, just abstract ideas about inflation and deflation, I don’t think 
impresses us too much when it comes to GI’s. That is my reason for 
asking that question, and, therefore, the answer is very important to 
me. 

May I go on and ask you just two other questions? Iam sorry, Mr. 
Chairman, that I am taking so much time. 

Senator Crark. That is all right. 

Senator Javits. I notice you want no new public housing to be 
authorized. There is a backlog of some 22,000 units with respect to 
public housing, according to our figures. That backlog arises by vir- 
tue of the fact that reservations have been issued and applications are 
in process for some 51,893 units as against 30,009, which are available 
until June 30, 1959. Why do you feel that no new public housing 
wits should be authorized ? 

Mr. Mirnick. Well, I think that we have presented our feeling 
many times. It is in our 1958 submission that we are opposed to pub- 
lic housing, and we stand on this. 

Senator Crark. You haven’t told us why, though. I think you 
should. I don’t think you are entitled just to come in and say you 
are opposed to something without telling us why. 

Mr. Mirntcx. I think at this time, Senator, a good look into the 
ene housing question—the Senate should look into it very deeply. 

really do. I believe this, for instance, last year there was proposed 
legislation to go into private communities and buy single lots, build 
one- or two-family things right in there, the general system. Some of 
the things were asked for last year for local control with no explana- 
tion to the Government at all. I think this is too far gone. 

We believe in good housing for every American in all segments. 

Senator Ciark. I don’t see how you can make that statement and 
oppose public housing. 

Mr. Mirnick. If you will read our statement, we think it should be 
a local option. 

Senator CiarK. I have read your statement. 

Mr. Mrrnicx. And that is where we think it should be. A town 
should be able to vote on it, if they want it or don’t want it. 

Senator Javits. Suppose the majority does not want it and the 
minority need it, shall we let the need go unmet ? 

Mr. Mrrnicx. Well, this is certainly up to the Congress. We feel 
that we have presented our stand, we have gone over this many, many 
times, sir. 
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Senator Javirs. In other words, if we think that a majority might 
not want it, but the minority needs it, we will have to make the de. 
cision. You are not going to help us by backing us, is that right! 

Mr. Mirnicx. That is exactly correct. We think that the section 
22) and section 221 programs go a long way toward doing the Job. 

Senator Crark. How many ‘Bection 29) and section 221 projects 
have you participated in / 

Mr. Mrrnick. None. 

Senator Crark. How many has your association participated in! 

Mr. Mrrnick. I wouldn’t be able to answer that. 

Senator CLtark. The answer is practically none. 

Mr. Mirnick. Yes, Senator, I would like to answer that further, 
if I may, by saying that if some of the regulations in the section 220 
and the section 221, which we have recommended, if this Congress 
will pass them, you will see a lot of urban renewal started. There 
ure so many ways that make it almost impossible for the builder to do 
them under the present law. 

Senator CLark. I agree with that. 

Senator Javrrs. Finally, Mr. Mitnick, I am interested in the pre- 
mium which is paid on FHA. I have had a study made upon that 
submission, which. I will make available to the committee. I would 
like to ask you this, Has your association thought through the prob- 
lem or proposition of a one-shot premium ? 

Mr. Mirnickx. We have gone over that, and we recommend that if 
the Administrator—I think FHA has been administrated very well— 
and if the administrator thinks that they can reduce the rate or get a 
one-shot premium, we are all for it. They have built up, however, 
$700 million in reserves, and we certainly would not want them to 
get into positions where this agency, which has been one of the most 
wonderful things for this country, would be hurt. Therefore, we 
say that you should enact legislation permitting the Administrator 
at his discretion to lower the mortgage insurance premium. 

Senator Javirs. Well naturally, ‘the Administrator wants to play 
it completely safe, and he is delighted to have an agency with very 
large reserves—that doesn’t necessar ily mean that we should not seek 
the advantage of actuarial experience. 

Mr. Mrrnicx. I think if you use actuarial experience, this is exact- 
ly what we are advocating. 

Senator Javits. Mr. Mitnick, I frankly think you ought to go 
further in the interests of your own business and our interest, to help 
us by making a positive recommendation, based upon your experience, 
and your appraisal as businessmen do, not just leaving it to the Ad- 
ministrator. 

Mr. Mirnicx. In other words, the fear is that if the insurance pre- 
mium was lower, that then they will start cutting down and narrow 
the risk that they pay. Now after all, FHA is an insurance pro- 
gram, and they must take a certain amount of risk. If you start 
cutting their reserve, there may be trouble at this point. We do not 
want to, we are very reluctant to come into an administration, which 
has functioned, as well as we think it has, and try to dictate to them 
what to do. We think, and I have personally talked to the Adminis- 


trator, and I think he might at times reduce that. if he was given the 
oppor tunity. 
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Senator Javirs. So you think the only reform you make now would 
be to give him the opportunity to reduce it if, in his judgment, he 
thought he should. You would not compel a reduction upon him. 

Mr. Mirnick. That is the feeling of our association, sir. 

Senator Javirs. I would certainly tell you I feel very strongly 
that that whole question is one very much in doubt as to whether 
that one-half of 1 percent today, based upon actuarial experience, 
and the reserve already built up, is justified and whether in a corpo- 
ration, the time does not come when you have to give the consumer 
the benefit of what you have learned and what you have saved. 

Mr. Mirnicx. We have asked our economics department to get into 
this, and get some real statistics on just what the thing is. We don’t 
want to go out on a limb and just make a statement which we could 
not back up. We are doing that right at the moment. 

Senator Javirs. And you will give us the benefit of your findings? 

Mr. Mirnick. We certainly will. 

Senator Javrrs. Thank you very much. 

Senator CLark. Thank you, Senator. 

Senator Proxmire. Mr. Chairman 4 

Senator CLark. Senator Proxmire. 

Senator Proxmire. Before we get away completely from this pub- 
lic housing discussion don’t you consider it inconsistent to support 
urban renewal on the one hand and to oppose public housing on the 
other? Aren’t you saying that you can breathe in but you can’t 
breathe out 

Mr. Mirnicx. No. 

Senator Proxmire. Let me ask you what you would do about re- 
location. What would you do about people who were driven out of 
their homes by urban renewal? Where do you locate them? 

Mr. Mrrnick. I don’t think public housing is the answer. 

Senator CLtark. What is then, Mr. Mitnick? 

You are in the unfortunate position of having three committee 
members here who don’t agree with you. You have some friends but 
they are not here. 

Mr. Mrrnicxk. I sure wish you would send for them. 

I think that urban renewal should be made so that it takes care of 
this thing. When you say you displace people, certainly you should 
provide in your urban renewal for taking care of them. 

Senator CLarkK. It is in the law that you have to furnish them with 
safe and sanitary home. How can you furnish a low income family 
without public housing? That is the question he is asking you. 

Mr. Mirnick. Our idea on public housing is that it is much too ex- 
pensive. When you say reasonably replace them. You can’t do it 
with public housing—that is our opinion. It costs too much. It 
costs the taxpayer too much. 

Senator Ciark. Certainly you are entitled to your opinion, even 
though not many of us, I think including Senator Sparkman, would 
be apt to agree with you. But I do think that you have to come up 
with an answer to Senator Proxmire’s question because your recom- 
mendation E on page 4 in opposition to public housing seems to us to 
he diametrically opposed to your recommendation F in favor of high- 
way and grant funds. The testimony which has been adduced before 
this committee in the last week or 10 days, that has been adduced 
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before this committee on many trips it has taken in the field duri 
the last 2 years, is that you cannot possibly comply with the require 
ment of furnishing relocated families of low income with a safe and 
sanitary home unless you build additional units of public housing- 
The testimony from experts in the field here yesterday was that there 
is a need just from relocation programs for 250,000 additional units 
of public housing in the next 4 years. I would be happy to haye 
you rebut that. 

Mr. Mirnicx. We have reports that there are many places in this 
country where you have vacant public housing. 

Senator CLarK. If you have any such reports in statistical form we 
would be happy to have you present them for the record. 

Mr. Mirnick. I would be glad to submit them. 

Senator CLiarK. We have no such evidence before the committee at 
this moment and we have had witness after witness from the mayors 
and from the public housing administrators throughout the country 
come in and tell us that that is not the fact. So, if you have any 
adverse evidence we would certainly like to have it. f 

Mr. Mirnicx. I would certainly be pleased to give it to you, and 
we will. 

Senator Ciark. Let me ask you, what special competence your 
organization has to make the recommendation contained in the second 
sentence of E on page 4 which reads: 

Also, the Federal PHA should not be curtained in its authority to approve 
annual budgets and tenant qualification requirements of local housing agencies. 

Is that merely the recommendation of an ordinary citizen who has 
no special competence in the field or do ta think the home builders are 
qualified to make that recommendation ¢ 

Mr. Mirnicx. We certainly feel that the Federal PHA should 
have the authority to approve the annual budgets. 

Senator Ciark. So you say, but I am saying what do the home 
builders know about that administrative problem or are you just 
speaking as an ordinary American citizen who doesn’t know any 
more about it than anybody else? 

Mr. Mirnicx. We have watched some of the local authorities. 

Senator Crark. Does your organization keep a close watch on the 
administration of public Cnang ¢ 

Mr. Mirnick. We watch it, we certainly do. We watch it and in 
every community locally it is watched and we certainly do not feel 
that it should be handled locally. 

Senator CLark. Why not? 

Mr. Mrrnicx. Because of the amount of spending that would go 
on, the favoritism that would be shown there. 

Senator Ciark. You think that the members of local public housing 
authorities, most of whom are leaders in their communities, servi 
without pay as a matter of dedicated personal public service shoul 
be held down by the federal bureaucracy to a greater extent than 
you gentlemen who are building relatively high cost housing in the 
suburbs. Why shouldn’t we regulate home building in the suburbs! 

Mr. Mrrnicx. Last year, we have a whole file here of exhibits that 
{we put in just answering these very same things and why we feel 
that way. 

Senator CLark. This was in the record last year ? 
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Mr. Mirnicx. Yes, it is. 
Senator CLrarK. Will you please refer to the pages. 

Mr. Mirnicx. Page 247 in the Housing Act of 1958. 

Senator Crarx. Would you look at the cover page and cite the 
volume you are quoting from ? 

Mr. Mrrnickx. These are your hearings before a subcommittee of 
the Committee on Banking and Currency, U.S. Senate, 85th Congress, 
second session, on various bills, and it is May 12, 13, 14, 15, 19, 20, 21, 
and 22, 1958. 

Senator Crark. Thank you very much. 

Could I return for a moment to sections 220 and 221. Since you 
are keeping such a close look on urban renewal and on public housing 
can you tell us whether I am correct in stating that sections 220 and 
991 have been almost entirely ineffective in helping with the reloca- 
tion problem in the area east of the Mississippi and north of the Ohio 
River and the Mason-Dixon line? 

Mr. Mrrnick. No; I wouldn’t say that. 

Senator CrarK. Do you know how many starts there have been 
under section 221 in that area? 

Mr. Mirnicx. I know people that are building them. I couldn't 
tell you how many, sir. 

Senator CiarK. The testimony before this committee indicates only 
46 have been completed and that there are practically no displaced 
families living in any of those projects. Would that startle you? 

Mr. Mirnicx. No, I am not startled because I said before if your 
law is made what we think would be the proper law that you can 
multiply this many times. 

Senator Cirark. You think if we relaxed the requirements under 
sections 220 and 221 that the home builders might come in and give us 
some real help? 

Mr. Mirnick. Yes, sir; and I can answer for one home builder who 
would be glad to go in there. 

Senator Crark. How do you think increasing the maximum mort- 
gage from $10,000 to $12,000 is going to make it possible for low 
income families who are displaced by urban renewal to buy a home 
under section 221 ? 

Mr. Mirnick. You lengthen the term. 

Senator Ciark. What good is that going to do a family with an 
income of around $3,000 or $4,000 a year? 

Mr. Mirnicx. This is a social problem. 

Senator Crark. Of course it is, and you are purporting to be an 
expert on it. I am suggesting you are not, in all fairness I don't 
mean to be disagreeable with you, I really have the greatest sympathy 
with a great many of your proposals. I am just wondering if this 
is a subject. which—— 

Mr. Mrrnicx. Senator, you and I disagree on one thing, public 
housing; we are opposed to it. 

Senator Crark. You are certainly entitled to your opinion. 

Mr. Mrrnicx. I still repeat that urban renewal can do this job 
with the proper legislation. I don’t know of any time that you can 
accomplish the whole social system, but public housing as it is today is 
certainly not acceptable to us. 
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Senator Crark. Let me ask you once more and then I will depart 
from the subject because there is no use just getting into an argument, 
How would you, the homebuilders, propose to take care of relocation 
of a quarter of a million families under governmental programs in - 
the next 3 years ? 

Mr. Mirnick. I believe that if we build to the tune of about one- 
million-four a lot of your problems are solved, and let’s remember this, 
that so many, when people upgrade themselves and get into newer and 
better homes there is a better class of secondary homes that are exist- 
ing that go to the people of lower incomes. 

Senator CLarkK. That is the trickle-down theory and it works to 
some extent but it has been our experience, and I think the testimony 
before this committee sustains it, that the trickle-down theory stops 
trickling down at an income of around $6,000 a year. It doesn’t 
trickle any further because people with that income or less just 
cannot afford even secondhand housing. 

Mr. Mirnick. Well, there is housing being built 

Senator CiarK. Particularly in urban areas. 

Mr. Mirnick. There is housing being built in this country for 
people in the $3,500, $4,000 area. I am aie some myself. 


Senator CLark. Within metropolitan areas?) What house have you 
built inside a standard metoropolitan area which you can expect to 
sell to a family with an income of $3,500 a year, since World War II! 

Mr. Mirnickx. There are some being built right near your location 
in South Jersey. 

Senator Crark. What are you selling them for? 


Mr. Mirnick. $8,250, $8,900, $9,900. 

Senator Ciark. Out in the Pines? 

Mr. Mrrnick. There are houses being built within 14 miles of the 
city of Philadelphia for that price. 

Senator CuarK. All right, how many ? 

Mr. Mirnicx. I know of 120 just completed. 

Senator Crark. Are you familiar with the provision in S. 193 
which calls for a special program for middle-income families who 
have to be relocated because of governmental action at 3 percent in- 
terest with 50-year mortgages, 100 percent of value? 

Mr. Mrrnick. I’m not informed on this at all, Senator. I couldn't 
answer you. 

Senator Crark. If that were to be enacted into law do you think 
your association would be interested in building that? 

Mr. Mirnicx. Would you repeat what that accomplishes again, 

lease ? 

7 Senator CiarK. This is to be available only to families relocated 
by governmental action, that is the housing program, urban renewal 
and the like. It calls for mortgage up to 100 percent of the value of 
the house, to be insured, 50 year terms, 3 percent rate of interest. 

Mr. Mrrnicx. I think this would be a good thing. 

Senator Ciark. You would be interested in looking into it? 

Mr. Mrrnicx. Yes, I certainly would. , 

Senator Crarx. Thank you. One more question. And I say this 
with a smile on my face. What would you think of extending the 
workable program requirements to suburban areas within metropoli- 
tan areas in the interest of getting an overall urban renewal program 
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which would prevent some of the abuses of suburban building which 
I am sure you are now familiar with? In other words, extend from 
the urban renewal city area to the suburban area the requirements for 
having an overall workable program before, let’s say, FHA will in- 
sure a mortgage ? 

Mr. Mirnicx. I think that is a good answer to the problem, an ex- 
cellent answer to it. 

Senator Cirarx. Thank you very much, sir. 

Mr. Mirnicx. You are quite welcome, sir. Thank you. 

Senator SparKMAN (presiding). Senator Javits, any questions? 

Senator Javits. I have had my opportunity. 

Senator Sparkman. Thank you very much, gentlemen. We ap- 
preciate your presentation here. May I say that I was interested 
particularly in what you said regarding housing for the elderly. We 
still don’t have a program going at its fullest. I hope that we may 
continue to work until we develop a real program Soe hehe for the 


elderly and I commend you for the part that you have played in it, 
Mr. Mitnick, of getting it going. 

Mr. Mirnicx. Thank you very much, Senator. 

(The material submitted with Mr. Mitnick’s statement follows :) 


ATTACHMENT A 


POSITION OF NATIONAL ASSOCIATION OF HOME BUILDERS ON LEGISLATIVE PROPOSALS 
AFFECTING HousINnG’* 


Subject NAHAB recommends 

FHA: 

1. Maximum mortgage An increase to $30,000 for 1- and 2- 
family homes (sec. 103, S. 57; sec. 104, 
S. 612). 

2. Extension of mortgage term A 40-year term. 

3. Lower downpayment schedule 3 percent on first $13,500 of value, 10 
percent on next $6,500, and 25 percent 
on value above $20,000. 

. Lower premium That FHA be given authority to lower 
premium to one-fourth of 1 percent if 
warranted. 

5. Trade-in housing That FHA be permitted to insure a loan 
on a trade-in house in the name of the 
builder in the full amount now avail- 
able to an owner occupant—eliminat- 
ing one set of closing costs—15 per- 
cent of the loan would be held in 
escrow until the builder resells the 
traded-in house. If the house is not 
sold at the end of an 18-month period, 
the escrowed funds would be applied 
against the mortgage (sec. 1083(b), S. 
57; sec. 104, S. 612). ° 

6. Low-cost housing—Sec. 208 (i) An increase in the maximum mortgage 
to $9,000 and that sec. 203(i) be 
extended to cover existing housing 
(sec. 103(¢), S. 57). 

7. Servicemen’s housing That the mortgage amount of section 
222, servicemen’s housing, be in- 
creased to $20,000 and that see. 
208 (i), low-cost suburban housiuzg, be 
included in provisions of sec. 222 (sec. 
112, S. 57). 

_-_ 
wen possible, notations have been coordinated with the sections of 8. 57, S. 65, S. 193, 


35482—59——_ 45 
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ATTACHMENT A—Continued 


Subject 


A. FHA—Continued 
8. Rental housing: 
(a) Maximum mortgage limits 


(b) Cost certification 


9, Low-cost relocation housing, sec. 
991 


10. Military 
gram. 


family housing pro- 


11. Elderly family housing 


12. Off-base military housing 


B. FNMA: 
1. Secondary market functions: 
(a) Purchase limit 


(bv) Rediscounting of FHA- 
VA mortgages 


2. Special assistance functions: 
(a) Program No. 10 


(b) Mortgage amount — pro- 
gram No. 10 
(c) Extension of par purchase 
for all special assist- 
ance programs 
C. GI home loan program—Interest 
rate 


NAHAB recommends 


That the mortgage amount limits per 
unit and per room be increased (secs, 
104, 105, and 109, S. 57). 

That the cost certification formula be 
simplified to require that only excess 
mortgage proceeds over the certified 
costs be returned to the mortgage 
principal. 

That the maximum mortgage be in- 
creased to $10,000 ($12,000 for high- 
cost areas) and that the rental pro- 
visions be extended to profit corpora- 
tions (sec. 110, 111, 8S. 57). 

That Congress require the armed sery- 
ices to use greatest care in determin- 
ing the need for off-base housing be- 
fore giving final approval to Cape- 
hart projects. The armed services 
should be required to certify that it is 
impossible in the geographical area to 
obtain construction of military family 
housing through the off-base program 
recommended below. 

A new FHA rental housing program for 
profit corporations similar to that 
now available for nonprofit corpora- 
tions be inaugurated (sec. 201, title 
i, 8.37). 

That off-base sale or rental programed 
housing plan be developed similar to 
old title IX (sec. 602, S. 57). 


That the FNMA purchase limit be in- 
creased to $20,000 (sec. 701, S. 57). 
That FNMA be given discretionary 
power to make loans upon FHA-VA 

mortgages. 


That until the VA interest rate is al- 
lowed parity with the FHA interest 
rate Congress should grant an addi- 
tional authorization of at least $1 
billion for par purchase of FHA-VA 
low-cost mortgages under special as- 
sistance program No. 10. 

That the mortgage amount be increased 
by $1,000 for high-cost areas. 

Favor extension (sec. 701(b) ). 


That the one-half percent differential 
between FHA-VA interest rates be 
removed and that the VA interest 
rate be made flexible under the same 
provisions governing the FHA inter- 
est rate. 


D. Cent 


E. Publ 
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ATTACHMENT A—Continued 








Subject NAHAB recommends 

D. Central mortgage facility That as soon as possible Congress pass 
legislation creating a central mort- 
gage reserve facility which will pro- 
vide a constant source of funds avail- 
able for mortgage investment regard- 
less of the fluctuations in supply of 
money due to monetary controls. 

p. Public housing That no new publie housing be author- 
ized. That the Housing Act should 
be amended to provide for a local 
referendum on the construction of 
every public housing project. Also, 
the Federal PHA should not be cur- 
tailed in its authority to approve an- 
nual budgets and tenant qualification 
requirements of local housing agen- 
cies. 

F. Urban renewal That a high rate of capital grant funds 
be continued for the urban renewal 
program (sec. 302, S. 57). 

G. FHA-VA authorization That the Congress provide for ample 
authorization for both the FHA and 
VA home loan guarantee programs. 
The housing industry should not be 
faced with the disrupting effects of 

periodic exhaustion of available au- 

thorizations for these programs (sec. 

102(d), S. 612; sec. 107(a), S. 57). 

























ATTACHMENT B 


Hovsine StTArts RATE REACHES 4YEAR RECORD 





Private housing starts, on a seasonally adjusted basis, rose to an annual rate 
of 1,480,000 in December. This was the tenth consecutive month to show an 
increase and in this period the rate has jumped 56 percent—half a million units. 

In actual number, 89,500 private units were put under construction in Decem- 
ber, a gain of 43 percent over the same month a year ago. In addition, 1,500 
publicly owned units were started, making a total of 91,000 in the latest month. 
This total was two-fifths above the year-ago level and the largest number in any 
December on record. 

Altogether, 1,197,700 nonfarm units were started in 1958, a gain of 15 percent 
over 1957. Public starts, 67,100, were 37 percent above the year before, with 
most of the increase in Capehart housing, which made up about half of the 1958 
volume. Private starts, 1,130,600, were up 14 percent, with three-fourths of the 
gain in the FHA-VA sector. Actually, as the table on the following page shows, 
starts under VA inspection fell short of the 1957 total despite the rapid rise 
during the year. However, there was an increase in starts covered by both 
FHA applications and VA apraisal requests, and these are reported only as 
FHA starts. Taken together, there were 397,500 FHA and VA starts in 1958, an 
increase of 100,800 over the year before. Conventional and all-cash starts, 
at 733,100, were up 37,000 units. 

While the rate of housing starts showed a substantial gain in the latest 
month, there are indications that the current home-building upsurge may be 
about at its peak. As the accompanying chart shows, the seasonally adjusted 
annual rate of FHA new-home applications, at 367,000 in December, was down 
one-fifth from the September high, and the annual rate of VA appraisal requests 
for proposed homes, 235,000, was down one-fourth from September. However, 
these rates are still well above year-ago levels—new homes in FHA applications 
were 69 percent above December 1957 and proposed homes in Va appraisal 
requests were up 324 percent. 
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ATTACHMENT C 
[NAHB Economic News Notes] 


SURVEY OF THE NAHB ButILpErRs EcoNoMiIc CoUNCIL, DECEMBER 1958 
HIGHLIGHTS 


The homebuilding industry looks to 1959 with wary optimism. Housing 
starts are expected to show a modest gain over 1958, with a little over half of 
the reporting builders predicting increases, while two-fifths expect no change. 
Median forecast—5-percent increase. 

These predictions in many cases were qualified by uncertainties on two counts: 
1, availability of mortgage money on reasonable terms, particularly for VA 
loans: 2, both the timing and the nature of new Federal legislation in the com- 
ing session of Congress. In one area, there was no uncertainty—four-fifths of 
the builders predict higher cost for materials, labor, and land. 

On the other hand, builders generally seem confident of the demand for new 
homes. Two-fifths say the current sales market for new homes is good and 
one-half say it is fair. Looking ahead to next year, a majority expect im- 
provement, with the greatest strength in the market for low-priced homes. 

Weighing these problems, doubts, and improvements, the reporting builders 
plan a substantial increase in their own starts—fro ma total of 38,600 in 1958 
to 51,200 in 1959, a gain of one-third. Moreover, despite the fact that a ma- 
jority anticipate higher costs, the median sales price planned for next year, 
$13,900, is the same as in 1958 and lower than in 1956 and 1957. 

The fourth annual builders intentions conference, held at the National Hous- 
ing Center on December 9, brought together about 40 leading homebuilders from 
all parts of the country for a discussion in more detail of the same questions used 
in this survey. The views expressed at this meeting were in close agreement 
with the results of the survey—typically, it was forecast that housing starts 
in 1959 would exceed the 1958 total by 5 percent. However, it was emphasized 
that much depends on prompt congressional action and developments in the 
mortgage market. 

. * * * * * * 
NATIONAL STARTS TRENDS 


A guarded optimism prevails among homebuilders as they look to the 1959 
building season. Altogether, 53 pereent expect housing starts in 1959 to top 
the 1958 total, while 42 percent expect no change and 5 percent anticipate a 
decline. The median forecast of the reporting builders is a 5-percent increase 
over the 1958 total (of 1.2 million). Most of the estimates were relatively 
conservative—9 out of 10 fell within a range of plus or minus 10 percent. 

The builders are somewhat less optimistic about the trend during the year, 
although on balance it is expected housing starts in the second half of 1959 will 
be higher than in the first half. This is the forecast of 38 percent of the 
builders, while 47 percent look for no change and 15 percent forecast a decline 
during the year. 

LOCAL MARKET CONDITIONS AND OUTLOOK 
Starts trends 


Although many builders expect the starts trend in their own communities to 
be different from the national trend, the overall pattern is the same. Fifty- 
four percent say that 1959 housing starts in their areas will be above 1958, 
while 88 percent expect no change and 8 percent foresee declines. As in the 
case of the national starts estimates, the median forecast is a 5-percent in- 
crease. There was a considerable grouping of the estimates at round figures: 
as noted, 38 percent expect no change, while one-fourth predict a 10-percent 
increase and one-tenth predict a 5-percent gain (the median forecast). 

The greatest increase in starts is expected to be in low-priced sales housing, 
for which 60 percent of the builders predict increases. This is 10 times as 
many as predict declines. In the case of medium-priced homes, 45 percent 
anticipate higher production, nearly four times as many as look for declines. 
In the case of high-priced homes, however, the number who look for gains, 
27 percent, was equaled by the number who foresee cutbacks. Some increase 
im rental housing construction is indicated by the fact that twice as many build- 
ets expect increases (32 percent) as expect reductions. 
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1959 housing starts compared to 1958 


Percent of builders reporting 


Type of housing 
ST 


Total Increase | No change! Decrease 


eI SOIR 2+ © 5s. s Venmiuibsankihiin a chatbaendsas | 100 54 38 

Sales housing: | 

Low-priced___- | 100 60 31 
43 
45 


[_— 
| 
| 


M edium-priced 100 45 
High-priced _- 100 | 27 
Rental housing 100 32 


Regionally, there is a striking uniformity in the proportion of builders who 
anticipate increases in overall starts in their communities. This proportion 
varies only from 51 percent to 55 percent in the six regions shown in the table 
below. However, a reading of the proportions of builders who look for declines 
suggests that the least optimism is found in the mid-Atlantic area, the greatest, 
in the West. 


Estimated 1959 housing starts compared to 1958 (by region) 


Percent of builders reporting 
Region a i Nee ee ae a a ew 
| | 
| 


Total | Increase | No change | Decrease 


| 


ew rm 


ih eel oe. Peat eS 100 | M4 | 38 | 
| 


RUMNOIONE So ss os 2 kt 100 55 | 37 
Mid-Atlantic...........-- naked 100 3 | 28 | 
Southeast ett a Sakae tect viemal 100 51 | 40 | 
North Central iebsadoseen , avec aeetee aul 100 | 39 
CERES a a eee se eee ne et ee Pes 100 | 55 | 38 


100 55 43 | 


| 
i 
1 
| 
| 


NotTe.—For composition of regions and number of builders reporting from each region, see ‘‘A note on 
method.”’ 


Housing demand 


The majority of builders feel that current housing demand will support a 
high level of starts. In rating their own communities, 43 percent said that 
housing demand was good and 50 percent considered it fair, while only 7 per- 
cent reported demand to be poor. Regionally, the greatest confidence was shown 
in the West, but in no section of the country did more than about one-tenth of 
the reporting builders consider the market poor, as the following table shows. 


Condition of current sales market for new homes 





Percent of builders reporting 
Region 





Fair | Poor 





U.S. total 100 


: | 100 
Mid-Atlantic 100 

100 
North Central 100 
Southwest 100 41 
100 | 61 


Confirming these reports, a majority of builders said that there are fewer 
unsold new homes on the market now than there were a year ago. Altogether, 
54 percent reported a smaller number and 30 percent said that unsold homes 
equaled the year ago level. The remaining 16 percent reported increases. 

Improvement in the new-home market is indicated by the fact that 54 percent 
of the respondents expect demand to be better in 1959 than in 1958, while only 
4 percent think it will be worse. As in the forecast of starts (shown above), 
the greatest strength is in the market for low-priced homes—65 percent look for 
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increased demand for low-priced homes compared to 44 percent who expect im- 
provement in the market for medium-priced homes and 25 percent who expect 
improvement in the demand for high-priced homes. 






Bepected demand for housing in 1959 compared with 1958, by sales price group 





— 





Price group 


Percent of builders reporting 














“| 
Total Better | Worse 

-_ _ age _ eee - ee | = eo ae 
IE CN cic acenmdchnuomasiesensakwaoe | 100 54 42 | 4 
i POE ec inisvaberadenenekinmanbann aan | 100 | 65 31 4 
Medium-priced homes. ...........-...-----.-..---- 100 44 | 47 9 
NONE ENOE Siiciincwcunsideabndenncaceaudiecs | 100 25 49 26 

i 








All parts of the country will share in the improvement in housing demand. 
The proportion of builders forecasting a better market range from 50 percent 
in the North Central area to 62 percent in the Northeast, as the following table 
shows: 














Expected demand for housing in 1959 compared with 1958, by region 


| Percent of builders reporting 











Region Total | ; a, 
| | | 
| Better | Same Worse 
ante 7 wie: a J 2 
Se a I Be 100 | 54 | 42 | 4 
Northeast __- hl. Sissel alain oot ae 100 | 62 | 38 | 0 
EE ER, 8) 100 53 33 | 13 
Southeast __ lt in ti a a torent onlin dente titi illtaiatiindt tia | 100 52 43 5 
North Central Fen ae | 100 | 50 44 | 6 
SNA <a) ace te sae nae euninee 100 | 57 42 | 1 
Et nianianannnanrcinspigenivenitieedbberasaitbidé 100 | 54 44 | 2 
| | | 





Outlook for costs 


Higher costs were widely predicted by the reporting builders. Four-fifths of 
the respondents said that materials, labor, and land would cost more in 1959 
than in 1958. In fact, not one of the 450 reporting builders expected his mate 
rials costs to be lower in the coming building season. In addition, two-thirds 
expect financing costs to be higher and 53 percent anticipate increased sales 
expense. 

Expected 1959 costs compared with 1958 








Percent of builders reporting 
















Total 





Higher Same 
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100 53 47 () 


' Less than 0.5 percent. 






Money market prospects 


The survey did not include questions on current mortgage market conditions. 
However, this background is provided by the builders’ intentions conference 
where it was discussed at some length. In general, the builders at that con- 
ference reported considerable tightening in recent months and, in some cases, 
the Virtual disappearance of funds for VA home loans. Reported mortgage 
prices for minimum downpayment FHA loans ranged from par in a few places 
in the Northeast and Mid-Atlantic area to discounts of 2 percent in such areas as 
New Jersey, Pennsylvania, and Indiana; 3 to 4 percent in Virginia and Ken- 
tucky, North Carolina, and Texas; and 5 percent in Kansas and Washington. 
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The prices of VA loans run 4 to 5 points below FHA and in some areas funds for 
these loans were practically unobtainable. 

The survey found that builders are generally pessimistic about mortgage mar- 
ket prospects in 1959. Compared to conditions at the time of the survey, De. 
cember 1958, three-fourths of the respondents expect the market for VA loans 
to be tighter in 1959, while nearly one-half of the builders anticipate a tighter 
market for FHA loans. Least concern was shown over conventional financing 
with 21 percent predicting this will be tighter in 1959. 


._Expected mortgage market conditions in 1959 compared with December 1958, 
by type of mortgage 





Percent of builders reporting 
Type of mortgage . 


Total | Tighter Same 


| | 

Overall. 100 | 51 | 
VA ‘ — 100 | 73 | 22 f 
100 | 47 | 12 
100 | 21 | 57 12 








Taking the mortgage market as a whole, 51 percent of the reporting builders 
expect a tighter condition in 1959 than at the time of the survey, while 7 percent 
look for easing. Regionally, the proportion of builders forecasting tighter mort- 
gage marketing conditions ranged from 44 percent in the Northeast to 54 percent 
in the North Central area. 


Expected overall mortgage market conditions in 1959 compared with December 
1958, by region 


Percent of builders reporting 


Total Tighter 


Same 
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It should be kept in mind that mortgage market conditions are not likely to 
be uniform throughout 1959. In particular, many builders, both in the survey 
and at the builders’ intentions conference, emphasized that their views were con- 
tingent in part on new legislation. 


BUILDERS OWN OPERATIONS 
Volume and prices 
The reporting builders plan substantial increases in their own operations. 
Three-fourths expect to build a larger number of homes in 1959 than they did in 
1958, while 13 percent plan no change and 13 percent expect to cut back. 
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Number of housing starts by reporting builders (sales housing only) 


| 
Number of units 1959— Percent 
Price bracket Pi ote _________ inerease from 
| 1958 
1958 1959 


Total sales units 38, 566 | 51, 181 
Under $10,000. 3, 211 | 4, 764 | 
MEN GIS O00. oon noe wnnn nan eens IEF ceeseea ss 7, 900 10, 655 
Ween to $15,400... -.- 2 22 5-5-5 22 aided tctng divide 6, 740 , 774 
$13 600 to $14,900... .........---.--------------- 22 ------ == === 5, 276 8, 272 
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$17,500 te 3, 787 | , 951 
$20,000 te 3, 090 3, 577 | 
$25,000 and over 2,023 , 292 | 
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About 5 percent of the reporting builders, with total starts of 1,683 in 1958, 
were unable to estimate their 1959 production (and are not included in the 
above figures). In addition, the reporting builders started 2,067 rental units 
in 1958, planned to build 3,431 in 1959—a gain of two-thirds. 

As the table above shows, the builders plan to increase production in every 
price bracket. Percentagewise, the largest increase is in the lowest bracket, 
the smallest increase in the highest bracket. A sharp break in the pattern 
of increases occurs between the $12,500 to $13,499 bracket (up 15 percent) 
and the $13,500 to $14,999 bracket (up 57 percent). While the reports do not 
explain this shift, it should be noted that the FNMA special assistance program 
10 had its greatest impact on homes priced below $13,500. If these two groups 
are combined, making a bracket of $12,500 to $14,999, the increase between 
1958 and 1959 would be 36 percent, approximately the same gain as in the 
adjacent brackets. 

Despite the shifts between price brackets, the median sales price for the 
planned 1959 starts remains at $13,900—the same as in 1958. As the table 
on the following page shows, this median is lower than in either 1956 or 1957. 


Median sales prices of new homes 
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Labor Economic 
Statistics Council 
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‘No BLS survey has been taken since 1956. 


Factors affecting builders’ plans 


A key factor in the number and price distribution of homes built during 1959 
will be congressional action on housing. Forty-four percent of the reporting 
builders said that their plans depended at least in part on expected Federal 
legislation. Seven out of ten of these builders said they are counting on additional 
FHA insurance authorization, while 47 percent expect more liberal FHA terms, 
and 47 percent anticipate additional FNMA special assistance funds. In addition 
to these three (which were listed on the questionnaire) 17 percent mentioned 
other legislative changes of which insurance of conventional mortgages and 
revision of the VA interest rate formula were most frequently reported. 

As in the survey taken in September 1958, the builders felt that the demand 
for new homes was improving and many credited the general expansion of 
business activity and employment for this. The survey also reflected the multi- 
tude of local and individual factors affecting homebuilding. Changes in volume 
and price were often attributed to new locations, and a number of builders who 


planned substantial increases reported that they had spent part of 1958 preparing 
new subdivisions. 
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A comparison with earlier surveys 


In the May 1958 survey of the Builders Economic Council, 62 percent of the 
reporting builders said that they had revised their 1958 plans since the beginning 
of the year. These changes were due mainly to the marked shift in the 
mortgage market, the Emergency Housing Act, and changes in consumer demand. 
Since then, however, builders in the aggregate appear to have held fairly closely 
to their plans. A cross-check of 253 builders who responded to both the May 
and September surveys shows that these planned a total of 26,710 starts in 1958 
at the time of the May report and had revised this to 25,846 in September. This 
was a reduction of 3 percent in these 4 months. The December survey was 
answered by 248 builders who had also reported in September. In the earlier 
study these builders planned to start a total of 23,455 sales units in 1958, but 
by December the total had been reduced 4 percent to 22,562. Finally, a cross-check 
of 231 builders shows that these planned a total of 24,457 sales units in 1958 at 
the time of the May survey, reported a total of 22,695 in December, a reduction 
of 7 percent. 

Successive surveys have shown a steady reduction of the median sales price in 
the reporting builders’ own operations. In August 1957 the builders’ estimates 
of planned 1958 operations indicated a median sales price of $15,100 (the same as 
in 1957). The May 1958 survey showed a planned median of $14,400 for that 
year. This reduction appeared to reflect the easing of the mortgage market that 
had occurred in the interim and the effect of the Emergency Housing Act. The 
median sales price reported in the August survey was again slightly lower— 
$14,300—and in December, with nearly all 1958 starts underway, the median 
price has declined to $13,900. While the surveys in themselves do not directly 
explain the shift, it appears that builders found that the demand for lower 
priced homes was even stronger than they had anticipated. 


A NOTE ON METHOD 


This report is based on questionnaires returned by about 450 members of the 
Builders Economie Council during December 1958. The sample was obtained 
by requesting the executive officer of each local association to select a repre- 
sentative 5 to 7 percent of the builders in his locality, taking care to cover all 
types of operation and price classes. There is some bias in the sample in the 
fact that the members of the Builders Economic Council are among the better 
established firms in the business. The survey taken in September 1956 found 
that the median age of business firm responding (or years the individual had 
been in homebuilding) was 11 years, and one-fifth of the respondents had been 
homebuilders for more than 25 years. The fact that these builders are among 
the better established firms lends added weight to their views. Here is a 
breakdown of the respondents to the-current survey by size of operation (based 
on number of units started in 1958) : 


Size group Number of Percent of 
builders builders 
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Also, every part of the country was represented. Here is a breakdown of 
reporting builders by region : 





Region | Number of | Percent of 
builders builders 


Total 


Northeast 
Mid-Atlantic 
Southeast 
North Central 
Southwest 





REGIONAL GROUPS USED IN THIS REPORT 
(Based on FHA regions) 


Northeast : Georgia Arkansas 
Maine Florida Louisiana 
Massachusetts Alabama Kansas 
New Hampshire Mississippi Oklahoma 
Vermont Tennessee Texas 
Rhode Island Kentucky Colorado 
Connecticut North Central: New Mexico 
New York Michigan West: 

Mid-Atlantic : Ohio Montana 
Pennsylvania Indiana Wyoming 
New Jersey Illinois Idaho 
Maryland Wisconsin Utah 
Delaware Minnesota Nevada 
District of Columbia Iowa Arizona 
Virginia North Dakota Washington 
West Virginia South Dakota Oregon 

Southeast : Nebraska California 
North Carolina Southwest: 

South Carolina Missouri 


ATTACHMENT D 


{Home Building News, National Association of Home Builders, Annual Convention and 
Exposition, Chicago, convention release No. 75, for immediate release] 


Cuicaco, January 21.—The attached policy statement for 1959 was adopted 
today by the board of directors of the National Association of Home Builders. 


Poticy STATEMENT FoR 1959 As APPROVED BY THE NAHB Boarp OF DIRECTORS 


As we look forward to 1959—25th anniversary of the Federal Housing Ad- 
ninistration—we approach a new era in homebuilding. We must continue to 
keep pace with a vigorous, growing economy, an explosively expanding popula- 
tion, and a demand on the part of the American people for better living. The 
bold pioneering approach typified by the creation of FHA is again essential to 
carry into the decades to come our industry’s magnificent contributions to the 
Nation’s economic and social progress. Home buyers expect us to look to wider 
horizons—not rest content with past progress. We must plan for home pro- 
duction and community development adequate—in quantity and quality—for new 
peaks in housing demand. 
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In postdepression, war, and postwar shortage ; in boom, recession, and recovery 
our industry has pioneered new solutions to meet its changing problems. We 
must continue to develop mechanisms geared to our modern high-speed economy, 
Home building must be enabled to compete—free of its present handicaps— 
for its fair share of investment capital. Prospective home buyers must have a free, 
fair choice in meeting their shelter needs. Together with manufacturers and 
other segments of the homebuilding and home finance industries, we must initiate 
and-encourage research in home design and cost control, in statistical data and 
merchandising -methods. 

The National Association of Heme Builders—the trade association -of the 
- men-who build America’s homes—will werk,-as in the past, for -constant im- 
provement in the service provided. by.the homebuilding industry to the American 
people. To accomplish this, vast amounts of long-term credit are needed. Our 
credit and economic machinery must be constantly examined and modernized to 
meet present needs. 

Accordingly the more than 40,000 members of the National Association of 
Home Builders declare their policy for 1959 as follows: 


1. MODERNIZATION OF MORTGAGE CREDIT 


Homebuilders—in common with most Americans—reject the defeatist doctrine 
that mortgage credit inevitably must alternate between overabundance and high- 
priced scarcity. We believe that the mortgage—while now well tailored to the 
ability to pay of the average home buyer—does not satisfactorily afford ready 
access to modern forms of savings accumulation. 

A free flow of mortgage credit means lower home prices. The vital necessity 
of an adequate flow of mortgage money at terms home buyers can afford has 
been dramatized by the contrast between an ailing industry in 1957—forced by 
tight money to low volume and higher prices—and the vigorous 1958 rebound— 
in both total volume and to lower prices—when credit was again made available. 
With private single-family starts down to approximately 840,000 in 1957, the 
median price of a home rose to $15,100; when private single-family starts rose 
to an estimated 925,000 in 1958 the median price dropped to $13,900. Proper 
financing with emphasis on lower cost housing made the difference. 

Fifty years ago the inadequacies of the commercial banking system to serve 
modern industry led to the Federal Reserve System. Twenty-five years ago the 
Home Loan Bank, FHA (and later FNMA and VA) were developed to revive a 
collapsed real estate credit system. Today rapid industrial and population 
growth (particularly in areas remote from traditional lending sources), changes 
in the Nation’s savings pattern, investment problems resulting from Federal 
credit and fiscal policies, and continued demand for consumer mass financing 
for a high volume of home production combine to make imperative further reor- 
ganization of the mortgage banking system. Federal National Mortgage Asso- 
ciation—operated with great skill-considering prevailing conditions and its limi- 
tations—is only partial progress in this direction. We must evolve a true reserve 
facility adequate to serve all types of lender in the latter half of the 20th century. 

FNMA should be amended and expanded to (a) recognize it as a Government 
agency for stabilization of mortgage credit (comparable to Federal Reserve in 
commercial credit) rather than a potential private corporation operated for 
profit; (6b) authorize it to accumulate and hold a long-term mortgage portfolio 
against which it should issue its obligations of varying maturities; (c) increase 
its authority to sell its securities to the investing public; (d) authorize short-term 
loans against the collateral of insured and guaranteed mortgages: (c) provide a 
real and functioning directorate; and (f) grant it authority to set FHA and 
VA interest rates. 

While this remains undone, the high and soon-to-expand demand of the Ameri- 
ean people for good homes on terms they can afford—the traditionally American 
refusal to accept curtailment of home building and a resulting economic decline— 
leads to irresistible pressure toward direct Government intervention in home 
building and home finance with all its attendant dangers. Insistence on an 
unmarketable VA interest rate forces acceptance of proposals to correct recurrent 
instability in our industry by purchase of mortgages with Federal funds. 





II. MORTGAGE FINANCE 


Mortgage insurance—model for the whole world of democratic industry-Gov- 
ernment cooperation—in 25 years has attracted over $50 billion into residential 
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mortgages and helped (without subsidy) more than 5 million families to buy 
their own homes. Directly and by its example, FHA has sparked development 
of the modern home-building industry. To prevent recurring demoralizing inter- 
ruptions of FHA’s vital service, Congress should provide adequate continuing 
FHA insurance authority. In addition, Congress should permit FHA to use its 
income flexibly in accordance with its workload, bearing in mind that such income 
is derived from insurance premiums and fees paid by buyers on insured loans. 

We commend FHA’s Commissioner and staff for their continuing attempt to 
maintain FHA’s effectiveness through revision of obsolete and stultifying pro- 
cedures. We urge extension of this modernizing process to all FHA local offices. 

In the same progressive spirit, FHA’s legislation must be updated by (a) 
increasing the maximum insurable loan on single-family homes to $30,000; (0) 
encouraging “trade-ins”; and (c) adjusting downpayment schedules and mort- 
gage term. wm : 

The VA home loan program should be extended on a self-sustaining basis 
for a period of 5 years after the termination of universal military training. It 
should be made available to all who serve in the Armed Forces whether in 
war or in peace. 

The attempt, by statutory decree, to force an unmarketable VA interest rate, 
which serves only to defeat its objective and disrupt the mortgage market, should 
be abandoned. Subject to the statutory maximum presently provided for FHA, 
all insured and guaranteed loan programs should recognize—rather than seek 
to predetermine—market rates for residential mortgages. The proposed mort- 
gage reserve facility, when established, would provide the opportunity and the 
machinery to set FHA and VA interest at the lowest feasible market rate on clear 
evidence of basic shifts in longterm investment yields. 


Ill. RESEARCH 


We shall continue to seek better, more economical materials and better ways 
to design, build, and merchandise homes. We are pledged, within our resources, 
to stimulate technological advances to keep pace with evolving market demands. 

Through our national housing center—increasingly fulfilling its intended 
function as the focal point of the home building industry—home builders and 
manufacturers, in understanding and cooperation, are developing broad programs 
to assure American families of homes best suited to their needs. In this en- 
deavor we welcome cooperation of all concerned with home building and home 
finance. 

In 1958 NAHB’s research institute expanded its sponsorship of “research 
homes.” The experimental work of the institute will be further increased in 
1959. Our statistical and merchandising departments continue—and will con- 


tinue—to measure current market demand and to assist builders and material 
producers in meeting it. 


IV. PLANNING FOR COMMUNITY GROWTH 


We have long recognized the problem of providing adequate community 
facilities for modern family living as “the most important need for the-leng-range 
growth of our urban civilization.” An expanding population cannot be housed 
unless communities prepare for great changes. Production of better homes in 
better communities for the American people must not be inhibited by short- 
sighted efforts to restrict healthy community development. 

We shall continue to work with Government and all interested groups to add 
to public knowledge of proper community organization; tax structure; and the 
financing of schools, utilities, and other community facilities. 

We support Federal and State aid to communities for water and sewage 
installation, storm drainage, public parks, and recreation areas, but at not less 
than the current rate of interest on Government obligations of equivalent term, 
We urge that FHA develop a form of mortgage insurance to finance land de- 
velopment. 


Vv. TAXATION 


Unfavorable tax treatment of real estate aggravates the disadvantage of 
homebuilding in its competition for capital. We shall press for immediate 
reversal of the actions of the last Congress in (a) denying to real estate rental 
corporations favorable “partnership tax treatment” provided to all other small 
Corporations and (0) killing the real estate investment trust bill which sought 






















710 HOUSING ACT OF 1959 





to extend to real estate investment the same tax treatment proVided for the 
past 20 years to securities invesment; we urge adjusment of tax laws to en- 
courage—rather than unfairly to restrict—capital accumulation for residential 
construction and land development. 







VI. 





MULTIFAMILY HOUSING AND URBAN RENEWAL 


The importance of multifamily housing has and will continue to increage, 
We commend FHA for strengthening the administration of its rental housing 
activity. As an immediate result, sponsor contidence is being rapidly restored 
and revisions of FHA rental housing regulations and procedures—long advocated 
by NAHB—are gradually being effected. We hope this improving attitude will 
be shortly reflected in field office operations and that similar progressive steps 
be taken with cooperative housing. NAHB’s rental housing service—speaking 
for this branch of the total residential building industry—will redouble its 
activity on behalf of those who build, operate, and occupy rental properties. 

We reiterate the policy that the fundamental purpose of urban renewal is to 
renew blighted areas to their maximum beneficial potential to the community. 
It is time for reorientation of urban renewal to emphasize more practical and 
in the end more effective modernization and rehabilitation of blighted areas, 
Government agencies concerned should inaugurate procedures to develop urban 
renewal projects into units within the capacity of the typical local builder. 
In addition, the unsolved problem of relocation must receive both congressional 
and administrative attention to make more workable the private enterprise solu- 
tions to this problem. 

VII. HOUSING FOR MINORITY GROUPS 











As home builders we are pledged to produce good homes for all Americans 
without exception. Real progress toward this goal as it relates to members of 
minority groups is obscured by the enormous problems arising from deep seated 
emotional convictions which the homebuilding industry did not create and does 
not as an industry share. We earnestly believe that education, tolerance, and 
understanding will lessen, and eventually remove, the community attitudes 
which beset this portion of the homebuilding market. They cannot be changed 
overnight by legislation or decree. 

A substantial—although far from adequate—number of good homes for menm- 
bers of minority groups have become available in recent years. The President 
should set aside $250 million of available FNMA “special assistance” authoriza- 
tion to provide practical encouragement to efforts to meet this urgent and 
complex need. 

VIII. LABOR 


Technological advances in homebuilding to satisfy the certain expansion of 
consumer demand for housing require cooperation of labor. Apprentice training 
of skilled workmen must be expanded to provide the willing hands needed in 
the next decade. Outdated opposition to advances in new methods of con- 
struction, new materials, and increased mechanization at the construction site 
must be abandoned. The Nation will demand increased productivity in housing. 
This can be done only if labor, builders, and manufacturers work together in 
enlightened self-interest. 


Ix. PUBLIC HOUSING 


We oppose any extension of public housing. No public housing should be 
approved for any locality until approved by vote of the citizens of that community. 

Senator Sparkman. Next is Mr. Boyd from the Wherry Housing 
Association. These gentlemen were with us yesterday afternoon, wé 
ran so late Wednesday we had to carry them over until today. Mr. 
Roland Boyd, general counsel, you are accompanied, I believe, by 
Mr. Hill, is that right? 

Mr. Boyp. Yes, sir, the president and Mr. Charlie Knott, secretary- 
treasurer, 
Senator SparkMan. Come around, gentlemen. 
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STATEMENT OF ROLAND BOYD, GENERAL COUNSEL, ACCOMPANIED 
BY HUB HILL, PRESIDENT; AND CHARLES A. KNOTT, SECRETARY- 
TREASURER, WHERRY HOUSING ASSOCIATION 


Mr. Boyp. Senator Sparkman, Javits, Clark, and Proxmire. Gen- 
tlemen, we have filed a formal statement. This morning we will not 
read that statement. First, we want to thank you for the opportunity 
of appearing before you. 

Senator SpARKMAN. By the way, I say that your statement will be 
presented in full in the record at the end of your oral statement. 

Mr. Boyp. Thank you, sir. 

My name is Roland Boyd, I live at McKinney, Tex., am actively 
engaged in the private practice of civil law in McKinney with my 
partner Ed Veigel. Since about October 15 of last year, that is 1957, 
[have been general counsel of the Wherry Housing Association. The 
Wherry people own about 82,000 houses built at about 175 military 
bases. ‘They were invited to build these houses. They built them ac- 
cording to Government-approved plans and specifications and under 
Government supervision and inspection. 

A few years ago Congress determined that it was in the best Gov- 
ernment: interest that the Government acquire these houses. You 
will find in our formal statement five excerpts out of committee re- 
ports, all reaching this conclusion. Last year when we testified be- 
tore committees in Congress we mentioned that there were many 
sound reasons as to why this conclusion was reached. Government 
ownership of these houses would permit a reduction in rent for the 
serviceman if that was what Congress determined they should do; 
that it would resolve many tax problems brought about by the Offutt 
housing decision case; that it would permit alterations and repairs; 
it would permit the assignment of troops to houses and in the minds 
of the Wherry owner it would relieve fear of competition, both direct 
and indirect from Capehart; it would reduce the chances of expensive 
litigation. 

There have been three cases filed in the Court of Claims, there will 
probably be others due to the fact that at some installations the 
military have not provided or there have not been a sufficient number 
of tenants to make a successful operation. 

It would resolve problems of incompatibility that exist between 
private enterprise and the military in this military housing field. 
It would relieve the owning corporations of the personnel problem 
that they now have. Some of them since Public Law 1020 was 
passed in 1956 have had to pay their managers and key personnel 
substantial bonuses in order to retain them because they have been 
thinking ever since 1956 that the property would be acquired and 
they would be out of a job. In a few instances tenants have refused 
to move into a Wherry house because they thought their tenure would 

» temporary only, due to the rumors that circulate through the 
military. 

Congress has determined, committees have reported, that it would 

€ a wise investment for the United States to make. This is par- 
tieularly so since there are some costs in operation that would be 


eliminated under Government ownership that private enterprise 
has to pay. 
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Just for a moment we might look at a brief legislative history 
of the effort to straighten out this confused situation. R 

First, back in the original hearings before the law was passed 
there were many references of when the Government acquires this 
property, when the Government takes this property over under 
eminent domain. In 1955, permissive legislation was passed; no 
projects were acquired under that. In 1956, the military sponsored 
legislation which, if it had passed and been enforced, meant bank- 
ruptcy to most of the projects. The owners alarmed at that situation 
started bringing their facts to congressional committees. Public 
law 1020 was a result of that effort. This law permitted the acquisi- 
tion of Wherry housing, it made it mandatory to acquire it before 
you could construct Capehart at a base. 

Now, in 1957, it appeared to the Wherry people that the military 
were astutely avoiding any results under this law. ; 

Under this law, they went in the record in 1957 as strongly urging 
the repeal of the law. 

After that session ended and the law was still on the books then 
the Air Force reannounced a policy of acquiring all Wherry at Air 
Force installations. They started an active program of carryin 
out. that policy. The Army and Navy were reluctant to prosgal 
It. looked to us like they were doing only what our people forced 
them to do in Federal court. 

Now, in 1958, we testified as to many complaints in regard to the 
situation. We called many situations to your attention. 

One of them was that Public Law 1020 gave the military in pur- 
chasing a choice between a stock purchase and taking all the assets of 
the corporation or purchasing the housing asset only. 

The military decided to purchase the housing asset only. If they 
had purchased the stock in the corporation, of course, they would own 
all of the assets of the corporation, but they decided to purchase the 
housing asset. 

In many instances they are also claiming that they own the assets of 
the corporation. If they had chosen to travel the stock purchase route, 
of course, they would have owned the assets of the corporation, but 
they chose to take the other route and at the same time they claimed 
that although they have not purchased the stock they do own this 
particular asset that belongs to the corporation. 

We have examples of where, say, the military service offered an 
owning corporation $1,250 per unit for his houses. He had employed 
the best appraisers that he could get to tell him what his houses were 
worth and as an example they had told him that his houses were worth 
$3,000, the equity. So he refused the $1,250 that he was offered and 
immediately after that refusal condemnations were filed and $250 or 
$300 per unit is deposited in the court. The owner finds himself in 
the position that he has been offered one price, that appraisers that 
he had paid substantial fees to and in whom he has a great deal of 
confidence tell him that the prices should be two or three times higher 
than that, and when he finds himself in court he finds that the Govern- 
ment has deposited only a fraction of what he had been offered. 

We know that the services need additional housing. We certainly 
want the military services to have the housing that they do need. We 
have not in any way, at any time, taken any position that conflicted 
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with that. We would like to call to your attention how we predicted 
last year how the situation would operate as more Capehart housing 
was completed. We told you that our people feared that the military 
would favor the bases that had the newer, fresher houses; that after 
enough Capehart was built then our occupancy was going to suffer 
regardless of whether Capehart was built or not. We don’t blame the 
military for favoring the base that has the newest house. If we were 
in their position, we would also. But we do hate to see them building 
Capehart at other bases because they don’t want to acquire our houses, 
then after they get Capehart built favor the bases where they have 
Capehart. 

We are not saying that the major decision that would control as to 
whether they would close a base or not. was whether Wherry housing 
was there, but we say the situation is analogous to the argument on 
humane slaughter, it makes very little difference to the cow. We find 
ourselves in that same position, regardless of whether they meant to 
hurt us or not we are hurt by it. 

We called those and many more situations to the committee’s atten- 
tion last year. We would like to mention that at Chincoteague, Va., 
there is a Wherry housing project; at Corpus Christi, Tex., there is 
a Wherry housing project. Many Capeharts are being built at bases 
where there are no Wherry projects. As late as yesterday, military 
people were telling us that they had to consider whether a Wherry 
project was located at a base or not in determining where to locate 
Capehart on account of the money proposition in acquiring Wherry. 

After we brought our fears to the appropriate committees last 
year, and our situation, then S. 4035 passed the. Senate with several 
provisions designed to clarify this procedure. As you all know that 
bill failed in the House under a suspension of rules by only six votes. 
They lacked only six votes getting the two-thirds majority. 

For fear of taking too much of your time I will try to cut this a 
little short, Senator. 

We would like to call the committee’s attention to the charts that 
we have included in our statement, that show that the Air Force have 
proceeded a great distance on this journey; that the Army and Navy 
have been extremely reluctant to embark. 

We want to apologize for the inaccuracy of the mimeographing 
people in the graphs, but the figures are correct. 

The graphs are correct except they did not place the line at the places 
they should there in one or two instances. We feel that the three 
branches of the military service should have an uniform policy. 

It causes much strife between our people in the Government when 
they don’t all follow a uniform policy. Our people now, if they 
have an Army and Navy project, they seem to have this choice, and 
that is whether to accept a figure that they consider to be so low that 
it is absurd or whether to undertake a 3- to 5-year court fight. Many 
of our people cannot marshal the financial strength to finance that 
kind of a court fight. Therefore, we have several examples of people 
accepting amounts of money for their property that they honestly 
feel is but a small fraction of what they are entitled to. 

If they have a permissive project, they have the threat of com- 
petition from other forms of military housing. This situation and 


the strife it has created has caused much litigation. There have been 
3548259 — 46 
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two Federal courts that have found that the Government was not 
acting in good faith in the way that they were handling the estimated 
just compensation and the deposits. When these facts were brought 
to the attention of the Judiciary Committees last year, H.R. 3368 
was passed, This bill was vetoed by a pocket veto. 

There has been much litigation in regard to section 511, the ad 
valorem taxing provision. That litigation is still going on in many 
States, some States refuse to recognize the constitutionality of sec- 
tion 511. 

There is one case that has been filed where the owner claims that 
the military installations have deliberately kept him from getting 
tenants. Our last information was that that case was still pending. 

There have been either two or three cases filed in the Court of 
Claims with no trials with two or three others on the way. 

There have been five condemnation trials which have reached the 
point of price determination in the lower court. 

You might be interested in what the courts are saying about the 
the value of Wherry property. Of the five cases that have reached 
this point one of them is considerably above the formula price in 
Public Law 1020; another one is substantially above it also; two 
others are about the formula price; only one of five is less than the 
formula, and that is considerably larger than the Government's 
highest offer before condemnation. 

So, the Wherry owner now, based on actual experience on determin- 
ing value in the court, can look ahead with reasonable assurance 
that if he goes to court and properly protects himself he is going to 
get much more than the Government has offered him. 

The chances are 4 to 1 that he is going to get much more than if he 
had settled under the formula in Public Law 1020. 

You might ask, with that kind of a situation and those odds, why 
don’t you want to go to court? Some of our people do want to go to 
court, some of them can’t go to court. Their corporations are in such 
weakened financial condition that it isn’t possible. 

We will omit the complaints, the current complaints that we are 
getting in regard to the trials, then go on down to No. 9 in our formal 
statement. 

You might ask without legislation, won’t the judiciary finally 
straighten out this situation? We certainly think that they will, we 
certainly have the utmost confidence in our judicial system, but we 
don’t see how some of our people can wait the 2 or 3 years that it will 
take these questions to reach the Supreme Court and be decided and 
then a definite policy established. 

We think that by the time that point is reached that a big percentage 
of Wherry owners will no longer be solvent. We have some examples 
that indicate that. 

You might say, what causes this situation? The Federal Government 
has been taking property for 150 years, they certainly have a fair rule 
book. We agree with every bit of that. But Wherry is unique prop- 
erty. It is a creature of legislation. Legislation brought it into ex- 
istence; legislation tailored it. The Government controlled its loca- 
tion. The Government controls its tenants. The Government indi- 
rectly controls the way it is maintained. There are no rules in con- 
demnation for that kind of property. 
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If this were everyday run-of-the-mill property we would not need 
legislation on procedural matters. 

As I have said we certainly believe that we will get equal justice 
under the law because our experience is certainly demonstrating that, 
but for some of us to survive until we can reach that point we need 
the aid of this committee. 

Now, our recommendations. We had an association meeting last 
week here in the District of Columbia. At that association meeting we 
passed a resolution, I will not burden the committee with reading the 
entire resolution but I would like to read the last portion of it. 

Now, therefore be it resolved that we, the owners of most of the Wherry Act 
housing wish to go on record as requesting the 86th Congress to pass legislation 
which will accomplish expeditious and just acquisition and we make the fol- 
lowing recommendations: 

1. Provide for accelerated mandatory acquisition of all Wherry housing 
projects. 

2. Clarify the law to make it possible to negotiate to a fair settlement. 

3. Provide, where trials are necessary, for expeditious determination of just 
compensation. 

4. Provide for adequate consideration of today’s replacement cost in determin- 
ing just compensation. 

We further resolve that this association shall voluntarily appear before any 
congressional committee, when requested to do so, and cooperate with said com- 


mittee in furnishing all available facts which will aid Congress in passing fair, 
sound, and just legislation. 


Respectfully submitted. 


THE WHERRY HOUSING ASSOCIATION, 
By Hus HI. 
Attested : 


CHARLES A, KNotTT, 
Secretary-Treasurer. 


Now, Senator, one other word and then that will be all. 

We continually find ourselves asking this question, What is the 
basic error on the Wherry situation? We think that the Capehart 
law itself was an improvement. We think that for the money that 
you have never gotten the house that you got under Wherry, and we 
doubt that you ever will. But we think that the basic error was join- 
ing private enterprise and the military in the ownership and manage- 
ment of military housing. We certainly do not think that private 
enterprise could own and operate an airplane and employ the pilot 
that flies it. 

We think that we are in that same category, that it is a mistake for 
private enterprise to own and manage military housing. 

We can beat anybody building but we find ourselves continually in 
conflict with the military where we are manning it and they are con- 
trolling the tenants and they are controlling the installation. 

Other than to welcome any questions, I believe that is all of our 
statement, Senator, and thank you very much. 

Senator Sparkman. Thank you, Mr. Boyd. I have had a good 
many conversations with you regarding this. I believe you know my 
attitude about it. I think our proposal last year was entirely fair. 
However, subsequent to the passage in the Senate of this provision 
the Armed Services Committee brought in a provision relating to 
Wherry housing. It was agreed to and became law. There has been 
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that troublesome question of conflict of jurisdiction between the two 
committees. 


I am hopeful that you may be able to work out some kind of satis- 
factory understanding with the Armed Services Committee and with 
this committee in order that we may do something to bring justice, 

I have known something about some of these projects and I fully 
appreciate the arguments that you make. 

Mr. Boyp. All the Wherry people certainly appreciate your com- 
mittee’s help, Senator. We know how earnestly your committee al- 
ways worked on these housing questions. 

Senator SpaRKMAN. Thank you very much, gentlemen. 

Mr. Boyp. Thank you, sir. 


(Mr. Boyd’s prepared statement follows:) 


STATEMENT OF ROLAND Boyp, GENERAL COUNSEL, WHERRY HOUSING ASSOCIATION 


Chairman Sparkman and gentlemen, thank you for the opportunity of appear- 
ing before you. 

My name is Roland Boyd; I live in McKinney, Tex. I am actively engaged in 
the private practice of civil law. Since the late summer or early fall of 1955, I 
guess you could classify me as a Wherry attorney ; since October 15, 1957, I have 
been general counsel of the Wherry Housing Association. 

The Wherry owners are a cross section of free American enterprise. At the 
invitation of the United States they entered the military housing field. They 
used their experience, their time, their labor, their talents to build this housing 
according to Government-approved plans and specifications and under Govern- 
ment supervision and in many cases on plans supplied by the Government. We 
feel that most of them did an excellent job. They own this property and they, 
being businessmen, want to protect it. They want and expect fair treatment, 
no more and no less. We have faith in this committee, in the Senate, and in the 
House. We know your duty is to get the facts from both sides. We know that 
you will conscientiously try to work out sound and fair legislation. 

We believe we can assist this committee. Wein the Wherry Housing Associa- 
tion feel that we know the military housing situation. If there are any facts 
which we have, that we do not present to you, we will be happy to furnish them. 

I will attempt to answer any questions any of the committee might wish to 
ask. If representatives of the military are present and have any questions, if 
your procedure permits, we would be happy to try to answer their questions also 
and, incidentally, we would like the same privilege. 


I. CONGRESS HAS DETERMINED THAT IT IS IN THE BEST GOVERNMENT INTEREST 
THAT WHERRY HOUSING BE ACQUIRED 


Typical examples of committee reports are as follows: 

1. The Banking and Currency Committee of the House, on. page -18 of Report 
No. 313 (85th Cong., Ist sess., 1957) said: “Your committee believes strongly 
that Wherry housing on or adjacent to military bases should be owned and 
operated by the military Gepartment concerned.” 

2. The Armed Services Committee of the House, in Report No. 638, page 31, 
June 26, 1957, said: “As the Armed Services Committee pointed out last year the 
savings to be effected are so large that it would be an unreasonable man indeed 
who would deny the wisdom of embarking upon this program of purchase.” 

3. The Senate Armed Services Committee, in Report No. 842, page 6, August 
8, 1957, said: “Recognizing that Wherry units would be in existence at military 
installations for perhaps the next 60 to 70 years and that in many instances it 
would be desirable for the military departments to purchase them, Congress 
enacted permissive acquisition legislation in 1955.” 

4. The Senate Committee on Appropriations, in Report No. 980, page 11, 
August 15, 1957, said: “It appears that the continued operation of these projects 
under the present conditions is excessively expensive to the Government, and 
that the best interest of the Government will be served if the military will pro 
ceed with dispatch and acquire these projects.” 

5. The House Committee on Appropriations, in Report No. 1009, page 6, August 
6, 1957, said: “These owners have businesses to operate and are certainly et 
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titled to know what the plans of the Government are with respect to the acquisi- 
tion of these projects.” 
From the above it is amply clear that Congress wants these projects acquired. 
In our testimony before the congressional Banking and Currency Committees 
last year (Senate, May 20, 1958; and House, July 16, 1958) we listed the fol- 
lowing : 


II. THERE ARE MANY SOUND-.REASONS FOR ACQUISITION OF WHERRY 


1. It would permit reduction m rents. 

2. It would resolve problems involving local taxes. 

8. It would permit alteration and repairs to bring some units up to appro- 
priated housing standards. 

4. It would permit assignment of personnel to such units, and allow the mili- 
tary to more efficiently manage their housing establishment, in that they would 
have management and control of Wherry the same as they do old appropriated 
fund housing, new appropriated fund housing, and Capehart housing. This 
jucreased efficiency would certainly aid troop morale. 

5. It would relieve fear of “competition” now experienced by practically all 
project owners. Owners in order to protect themselves, feel that they must con- 
tinually be alert as the military asks for appropriated fund housing or as Cape- 
hart is completed. They feel that as the number of Capehart units increase the 
military are going to favor those installations and that whether Capehart is “at 
or near” their location or not, their occupancy will suffer. They are disturbed 
by reports that Capehart has been canceled or deferred at many bases purely 
because the military did not want to acquire Wherry. 

6. It would reduce the chances of expensive litigation. Eighteen projects have 
defaulted. There are a few more which have never had sufficient occupancy to 
make it a successful operation. Some of these owners have tremendous invest- 
ments in money, time, and effort in these projects. Two projects have already 
filed cases in the Court of Claims; doubtless many more will in the future. Ac- 
quisition would eliminate this litigation. 

7. Acquisition would resolve the problems brought about by the incompatibility 
of the military and private enterprise in the management of military housing. 

8. It would resolve the difficulty most Wherry owners are having, since the 
acquisition of some projects started, in keeping capable managers and other key 
personnel. Many owners are now forced to pay sizable bonuses in addition to 
adequate salaries. 

9. It would resolve the difficulty which arises because many prospective ten- 
ants are refusing to move into Wherry because they have heard of acquisition 
elsewhere and feel that their tenure would be temporary only. 

10. As the congressional committees have reported, it would be a wise invest- 
ment for the Government to make, this is doubly so since they will be self- 
liquidating. 

11. Military operation could eliminate many costs that the Wherry owner 
must pay. (See exhibit No. 1 attached.) 


Ill. HISTORY OF LEGISLATIVE EFFORT TO ACCOMPLISH ACQUISITION OF WHERRY 


Before the original Wherry law was passed, while congressional hearings were 
being held, several references were made to the future acquisition of these houses 
by the Federal Government. 

In 1955 the first law was passed permitting acquisition. None were 
acquired under it. 

In 1956 the military sponsored a bill which, if it had been passed into law 
and enforced, would have meant bankruptcy to most of the Wherry projects. 
In a desperate effort for survival and self-preservation, Wherry owners started 
bringing their side of the facts to Congress. The end result of this contro- 
versy was Public Law 1020, which provided for mandatory acquisition of 
Wherry before Capehart could be constructed at any base. This law also 
contained a formula for price determination. 

In 1957, during the next session, it appeared obvious to us that the military 
were concentrating their efforts on methods by which they could avoid acquisi- 
tion and at the same time were making a major effort to secure the repeal of 
Public Law 1020. It was against this background that the committee reports 
above quoted were made. After the legislative die was cast in this controversy, 
the Air Force reaffirmed a previously announced policy to acquire all Wherry 
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and instituted a program to carry out this policy. In the next few months it 
appeared to Wherry owners and attorneys that the other branches of the 
service were going to do what the Federal courts made them and no more. 
This attitude produced much conflict and controversy between the Wherry 
owners and various branches of the Government. 

In 1958 our association tried to bring Wherry owners complaints before 
Congress with the following committee testimony : 

“There is much strife between the Army and the Wherry owners, who are now 
in condemnation. The following are typical examples of the Wherry owner 
complaints: 

“1. Public Law 1020 gave the military the choice of acquiring the Wherry 
corporation by a stock purchase or by buying the housing assets only. If the 
stock of the corporation was purchased, the military would own all the corpora- 
tion assets, including reserve for replacement funds, etc. But the Army chose to 
purchase the housing assets only and not the stock and in many instances have 
tried to get the reserve for replacements, which clearly belongs to the coryoration, 

“2. Wherry owners have been offered, through messengers, with no opportunity 
to negotiate, say $700,000 for their property for which their appraisers had told 
them was worth twice that amount, and when the offer was rejected, condemna- 
tion would be filed and the military and/or Justice Department would cause 
$200,000 to be deposited in court as just compensation for their property. Then 
their property would be taken over, their income stopped, with refusal to release 
reserves for replacements, followed by months upon months of worry, heayy 
legal expense, travel, appraisal expense, on a crowded court calendar, with 
the prospect that when the case is finally reached and tried both sides will 
probably appeal. The atmosphere is such that these Wherry owners can see 
no end to their task, expense, and strife. 

“3. Many Wherry owners whose cases are in condemnation have been called 
on by agents of the FBI for permission to check their books and records. The 
owner and his attorney hesitate not to open their books to them. Some that 
have, have had the agents stay in their offices for weeks. This is embarrassing 
to them and to their employees. Since the case is in court and the only question 
which the court is concerned with is present-day value of the property, they feel 
that this is not justified. I believe any impartial disinterested person would 
have the same reaction. 

“4. Wherry owners who are not in the mandatory category know the military 
needs additional housing. They know that much is being built now and that 
more is planned. They feel that, say 1 or 2 years from now, when much of 
this new needed housing is built at installations other than theirs, the military 
will favor the installations with new housing and that their occupancy will 
zo below the breaking point.” 

In 1958 S. 4085, the omnibus housing bill, as it was voted on in the House, 
under suspension of rules, and failed by only 6 votes to get the required two-thirds 
majority, contained provisions making it mandatory that Wherry be acquired 
and provisions designed to expedite acquisition procedures. 


IV. PRESENT STATUS OF WHERRY ACQUISITION 


(a) The two following tables show the status of Wherry acquisition as of 
January 22, 1959. 


TABLE No. 1 


; } 

Total Projects | Projects Projects 
Branch of service number of jacquired by| placed in | still owned 
projects negotia- | condemna- | by private 
built tion tion enterprise 
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TABLE No. 1A 





| 
Total Units Units Jnits still 
Branch of service number acquired placed owned by 
| of units by nego- in con- private 
built tiation demnation | enterprise 





22, 236 2, 900 11, 509 7, 827 
24, 503 5, 555 | 2, 832 16, 116 


37, 103 23, 000 8,515 | 5, 588 
83, 842 | 31, 855 | 22, 456 29, 531 








(b) We think the following five charts fairly interpret the basic data contained 
in the tables. 


(HART NO. 1.—PERCENTAGE OF WHERRY PROJECTS EITHER STILL OWNED BY PrI- 
VATE ENTERPRISE OR IN CONDEMNATION 


Hi) 
\ 


(‘HART No. 2.—PROGRESS MADE BY EACH BRANCH OF MILITARY SERVICE IN GETTING 
PRIVATE ENTERPRISE OUT OF MILITARY HousINa OWNERSHIP WITHOUT RESORT 
TO COURTS 


Arny Navy 


CHarT No. 3.—PROGRESS MADE IN GETTING PRIVATE ENTERPRISE OUT OF OWNEBR- 
SHIP OF MILITARY HOUSING BoTH BY NEGOTIATION AND CONDEMNATION 


Wi) //, 


iirny 
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CHART No. 4.—APPROXIMATE ADDITIONAL TIME NEEDED To Ger PRIVATE EnTRp. 
PRISE OUT OF THE OWNERSHIP OF MILITARY HOUSING BASED ON PROGRESS Mapp 
FROM PASSAGE OF PuBLic Law 1020 UNTIL FEBRUARY 1, 1959 


Air Force 4 months, 
I ae ca Secs gk ae cash ego ir tain gate ic Sinisa met wise 4 years, 
8 years, 
CHART No 5.—COMPARISON OF PERCENTAGE OF PROJECTS WHICH WILL Be Acqutrgp 
BY NEGOTIATION AND BY CONDEMNATION IF ALL PROJECTS ARE ACQUIRED AND THE 
PATTERN HERETOFORE ESTABLISHED CONTINUES 


100 
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nation 


Saws 
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Eminent domain experience proves that in practically all acquisition programs 
at least 75 percent of the property is acquired by negotiation. 


(c) We feel that the following conclusions are justified : 

(1) Public Law 1020 was a sound piece of legislation and when properly 
applied provided adequate machinery to accomplish the purpose for which it 
was enacted. We would direct your attention to chart No. 5. We think the 
Air Force has demonstrated this fact. 

(2) There is no uniform policy in the three branches of the service in carrying 
out this program. This lack of uniformity leads to confusion and generates 
unnecessary ill will. 

(3) That the people who own Army and Navy projects where Capehart is 
being built have these choices: either sacrifice their property for a small part of 
its value as they see it, or go to untold expense, harassment, and vexation for 
the next several years as their cases lie on crowded court dockets, then go 
through trials that last for weeks, then appeals that can last for years. 

(4) That unless the law is changed and mandatory acquisition is added, the 
people who own projects where no Capehart is being built have this real threat 
hanging over their heads. That as of January 15, 1959, there were 52 Capehart 
projects containing a total of 17,766 units already completed; 126 projects con- 
taining 52,280 units under contract; a total of 125 Capehart projects with 54,928 
units are placed at installations where there is no Wherry. As more of these 
newer houses are built the military personnel are naturally going to favor the 
bases where the fresher, newer houses are located. We pointed out our fears 
in this regard last year as above quoted on page 3. Wherry projects are located 
at Chincoteague Naval Base in Virginia, and Corpus Christi, Tex. We do not 
intend to imply that the controlling reason for closing was because Wherry was 
located there. Any argument as to why the bases are going to be closed is to the 
Wherry owner like the argument on humane slaughter is to the cow. It makes 
very little difference. 


Vv. WHAT IS HAPPENING WITH WHERRY AT THE COURT HOUSES? 


‘a) Two Federal courts have found that the Federal Government was not 
‘> good faith with the deposits that were put up when the property was 
One court has entered judgment ordering the property turned back 

>and the Government to account to the owner for rents and revenues 
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attention of Congress last session, they passed H.R. 3368 which would protect 
the owner of private property if the Federal court found the Government was not 
acting in good faith. This legislation was vetoed. 

(b) There is still considerable litigation cencerning section 511 (the ad 
valorem tax section) of Public Law 1020. It will be recalled that the Supreme 
Court in the spring of 1956 in the Offutt case ruled that Wherry was subject to 
ad valorem taxes, so Congress put in this section allowing credit off for services 
rendered by the project and installation which was usually paid for with ad 
valorem taxes. Many States refuse to recognize the constitutionality of this 
law and much litigation has ensued. 

(c) One case has been filed in Federal court alleging the military installation 
deliberately prevented their personnel from living in the Wherry project. Ac- 
cording to our last information the case was still pending. 

(d) Two Wherry cases have already been filed in the Court of Claims and 
apparently several more will go there in the future. 

(e) Five Wherry condemnation cases have reached the point of trial court 
price determination. 


VI. WHAT ARE THE COURTS SAYING ABOUT THE VALUE OF WHERRY PROPERTY ? 


Five Wherry condemnation cases have proceeded to the point that they have 
trial court determination of value. One of these cases was tried before a judge 
and it resulted in an amount very near what the formula in Public Law 1020 
would have given. Two more were tried before commissioners: one determined 
the price to be at approximately the formula and the other determined it to be 
several hundred dollars above. Two cases have been tried before juries: one 
set the price at many hundred dollars above the formula price and the other at 
a figure approximately $200 below the formula. To summarize results 
of the five trials, four gave formula or above and only one determined the price 
to be below formula, and even this price, although below the formula, appar- 
ently was above the highest offer in negotiation. So it appears at this time, 
based on experience to date, that if Wherry wants to hazard the journey she 
can proceed to trial with fair assurance that the odds are decidedly in her favor 
of getting more than the formula. 


VII. WHAT ARE WHERRY COMPLAINTS CONCERNING THESE TRIALS? 


1. Many owners, where their project is their only asset, are in such weakened 
financial condition, due to the manner in which the Government controls their 
tenants or lack of tenants, their rents, and their houses that they cannot marshal 
enough financial strength to go into the kind of legal war that apparently is 
necessary. Therefore, they cannot negotiate from a strong position. As a 
result they must take what they are offered, regardless of how ridiculous the 
figure might be. 

2. Many builders who have projects in one branch of the service, who have 
lived up to their obligations earnestly and honestly, have seen one branch of 
the service pay $2,000 per unit for equities in houses which are comparable to 
theirs and then be offered $500 per unit for theirs. Owners, in this same cate- 
gory, who through no fault of their own cannot protect themselves in court, see 
courts say that a house that is comparable to theirs, is worth $2,100 or $2,600 
per unit equity. 

3. Owners, some of whom are second- and third-generation builders, know 
that it is basic in determining the value of a building, if the building is well 
adapted to the real estate, to determine that value by figuring present-day re- 
placement cost and then subtracting depreciation from it; are upset when they 
hear and see the Government take the position that they own nothing except 
“right to income,” when they and their wife signed notes to get the money to 
build the houses, many investing large sums of money in projects, they signed 
mortgages on the houses to secure the repayment, they have the right to remove 
the houses at the end of the lease, they have the responsibility to operate and 
maintain the house, and some of them even own the land in fee simple. Since 
the Government controls the income, they feel that the situation is analogous 


to the child who shot his mother and father and then pleaded for mercy because 
he was an orphan. 
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VIII WHY 





IS ADDITIONAL 





LEGISLATION 





NECESSARY ? 





If the three branches of the military service were following a uniform policy 


in administering Public Law 1020, new legislation would not be necessary. But 
they are not. 


IX. WITHOUT LEGISLATION, WON’T THE JUDICIARY STRAIGHTEN OUT THE SITUATION? 


Certainly, they will. Wherry has the utmost confidence in our courts. The 
Constitution protects our rights and the courts will eventually straighten the 
situation out. The uniqueness of our property, which is a creature of the legis. 
lature, is such that it generates such complex questions, the solution of which 


becomes such a Herculean task that many cannot survive until that point 
is reached. 


X. THE DIFFICULTY IS BROUGHT ABOUT BY THE FACT THAT WHERRY IS NOT “EVERYDAY 
PROPERTY.” IT IS UNIQUE IN THAT IT IS A CREATURE OF LEGISLATION 





For condemnation of “everyday property” which is taken for public use, we 
have a complete set of rules. All experienced condemnation counsel know where 
the rulebook is and how to find the rules. But in dealing with Wherry we 
don’t have a rulebook; if the Government has one, diligent search on our part 
fails to produce it. We are simply asking the Congress which created this 
peculiar property to prescribe the rules by which we are to operate. 


XI. “EQUAL JUSTICE UNDER LAW” 





Wherry neither wants nor expects more, but many owners now realize that 
unless Congress assists in clarifying this law, they cannot survive until this 
is done by the courts. Of course many owners can and will survive until it is 
done but others cannot. 





XII. WHAT WHERRY RECOMMENDS 
At a recent convention of Wherry Housing Association members, the follow- 
ing resolution was passed, with no dissenting votes, to wit: 
“Resolution of Wherry Housing Association, January 22, 1959 


om, 


“To the Senate and House of Represenatives of the United States: 


“We, the officers, directors, and members of the Wherry Housing Association, 
on this 22d day of January 1959, in convention assembled, in the city of Wash- 
ington, District of Columbia, do resolve as follows to-wit: 

“Whereas we are a typical cross section of free American enterprise ; 

“Whereas we were invited by the U.S. Government into the field of construc- 
tion, ownership, and management of military housing ; 

“Whereas from the beginning to this time we have tried to discharge our 
Wherry obligations in an earnest and conscientious manner ; 

“Whereas there is an inherent incompatibility between the Military Establish- 
ment and free enterprise in this field, which is due to no fault of either; 

“Whereas the 84th and 85th Congresses of the United States determined that 
it was in the best Government interest that Wherry Act housing be acquired; 
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“Whereas, at the rate acquisition is now proceeding, it will take approximately 
10 years for the Government to conclude its acquisition program, at great direct 
and indirect expense to both the Government and the owners ; 

“Whereas conflict is developing between the owners of Wherry housing and 
yarious departments of the Government, largely due to the fact that Wherry 
property is an unusual and distinct type of property in that it is a creation of 
Congress ; 

“Whereas long eminent domain history demonstrates that in any fairly admin- 
istered acquisition program at least 75 percent of the subject property is acquired 
py negotiation ; 

““Whereas under procedure to date practically all of the remaining Wherry 
projects will have to be acquired by condemnation ; 

“Whereas the two Wherry trials conducted before juries required an approxi- 
mate average of 5 weeks, at great expense to both the Government and the 
owners ; 

“Whereas of the five Wherry trials already concluded two of them determined 
the value to be practically the same as the formula price in Public Law 1020, 
two others determined the value to be substantially more than the formula price, 
and only one determined the value to be slightly less than the formula ; 

“Whereas decisions in the above five trials are apparently in the process of 
being appealed which means an additional 18 to 24 months time required for 
conclusion, involving additional expense, including interest ; 

“Whereas there has been material enhancement in the value of Wherry hous- 
ing since construction ; 

“Whereas the Federal Constitution guarantees the owners of private property 
‘just compensation’ at the time of taking, when his property is taken for a 
public purpose, which in the case of Wherry projects is for the identical purpose 
for which now used ; 

“Whereas the Government is now engaged in buying other dwelling units in 
the form of Capehart housing and therefore has an accurate yardstick to meas- 
ure present day value; Now, therefore, be it 

“Resolved That we the owners of most of the Wherry Act housing wish to go 
on record as requesting the 86th Congress to pass legislation which will 
accomplish expeditious and just acquisition and we make the following 
recommendations : 

“1. Provide for accelerated mandatory acquisition of all Wherry housing 
projects. 

“2. Clarify the law to make it possible to negotiate to a fair settlement. 

“3. Provide, where trials are necessary, for expeditious determination 
of ‘just compensation.’ 

“4. Provide for adequate consideration of today’s replacement cost in de- 
termining ‘just compensation.’ 

“We further resolve that this association shall voluntarily appear before any 
congressional committee, when requested to do so, and cooperate with said com- 
mittee in furnishing all available facts which will aid Congress in passing fair, 
sound, and just legislation.” 
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Exursit No. 1 


Owners’ comparative income, expense. and’ investment earnings for a 500-«mit 
Wherry housing project for the fiscal year ended Oct. 31, 1958 









| Owners’ ac. 










| Projected 
| Percent | military | tual oper- 
| ownership | ating expe. 
experience rience 












Income: 






Officer families (captain average) 300, at $102.60__- sé jena $369, 360 (t) 

Enlisted personnel families, average 200, at $96.90. __---- | | 232, 560 | (1) 
a I a end oon kad pie anacemaemee bis hme 100 601, 920 $494, 14 

DIR ooo ca oc athncsdencnct 2.12 12, 761 10, 496 



















I aa hrc aa Eetcinis hpi icone esol | 9. 788 589, 159 483, 28 
Operating expense: 
Reserve for replacements- --.-.............------ a 27, 115 27, 15 
Ad valorem taxes_____- ; Sa lh Rl adit cae + 20, 00 
Management and operating payroll ___........-----...-..--- owe 37, 500 37, 500 
Payroll taxes and insurance __-_--__-- Pike de cul dt cndde wdinniipuchanldgeoet atid 3, 750 
III UNE eo ak. ce cheisaene de semes 13, 090 13, 000 
Utilities: 
2 21, 000 1, 515 
Pick tote 11, 300 11,300 
aie toasts, aes ; ‘ 18, 000 662 
Garbage removal. --- aac sae il a a ‘ aa 5, 030 
Sewage disposal __- ies ‘ eee see ; : 2, 750 2, 750 
Telephone ____-_--- eg snplchubcamebies E filed nated 200 449 
BO I IO ON isin vie ims ianeinnieo tae~ ane 525 
Insurance... _- ‘ ; 18, 569 
a co toe, ik wns aeeninn ; 1, 131 
IIS 8 dg C5 So Og kd ee 169 169 
ch Bi isl i asec taualniammel maibihdich wins md ebehanie cal cee avalide 10 
State franchise tax___ 4, 802 
Total operating expense _............-.-.__--- : i 131, 124 148, 553 































Net operating profit. -- 


458, 035 335, 375 
FHA replacement cost value_.__.._....-....-_----- 4, 896, 328 4, 806, 328 
Net operating profit ‘ cnaeethdieieite tae . ‘ 458, 035 339, 375 
Less amortization of mortgage: Principal, interest, mortgage 
insurance -____-- hein bpdee abd bled hanes ai 256 


256, 000 


Net dollar margin 


Dollar margin per unit per year 





1 Approved rental schedule. 





NoTE.—Formula price equity of the present owners could be amortized in the first 5 years’ earnings 
excluding increment im investment, through retirement of mortgage principal. 

After allowing 6 years for net dollar margin earnings to retire the financing cost of present owners’ equity, 
it would take only a few months less than the next 10 years to retire the remaining mortgage indebtedness 
through allocation of $35,000-a-month payment to mortgage principal, interest and insurance. 

The $35,000 allocation per month—$420,000 per year—would be just under 92 percent of the projected net 
operating profit to military ownership, $458,035, 


CONCLUSION 


First, no homeowner in America could purchase a $9,800 home based on actual 
1951 replacement cost at the same price today. 

Secondly, no rental investment is available in America today that presents 
the opportunity of acquiring a going concern on a 1951 cost basis that will com- 
pletely amortize the investment cost at a comparable low rate of interest in the 
next 16 years. 


Senator SparKMAN. Now, Mr. E. W. Carmack and General Partlow, 
I understand you want a very brief time on this subject. 


General Parttow. Mr. Carmack will speak on this, Mr. Chairman. 
Mr. Carmack. The president of Stones River Homes, sir. 
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STATEMENT OF E. W. CARMACK, STONES RIVER HOMES, AIR 
FORCE BASE, SMYRNA, TENN., ACCOMPANIED BY MAJ. GEN. W. D. 
PARTLOW, JR. (RETIRED), TUSCALOOSA, ALA. 


Mr. Carmack. My name is E. W. Carmack; my home is Murfrees- 
boro, Tenn. I was the president of a Wherry housing company own- 
ing a Wherry housing project, 600 units and houses, Stewart Air 
Force Base near Smyrna, Tenn., a little town between Murfreesboro 
and Nashville, about 18 miles from Nashville. I was the president 
at the time it was taken by the Government, or the Defense Depart- 
ment, about 14 months ago. 

[appreciate this opportunity to appear before this committee, which 
we all feel has tried to protect our rights and interests. 

After the clear and able presentation of Mr. Boyd there is not a 
great deal I care to say, but it has been suggested ‘that I might pre- 
sent a clear case in point amplifying and exemplifying three of his 
suggestions. 

I also would like to present the case of a certain particular group 
of the Wherry housing which I believe has not had its cause presented 
to any committee. I refer to the off-base projects owned free and 
simple, distinguished from the great majority which were constructed 
on base on a leasehold at a nominal annual rental. I also want to 
present the cause of those of us who did not have a high FHA 
valuation. 

In other words, the opposite of the so-called windfall projects. 
Those of us who in addition to our equity had to or chose to invest 
many thousands of dollars improving and enhancing the value of the 
project. Stones River Homes is such a project. 

Senator SparkMAN. Mr. Carmack, do you mean by that that the 
receipts from the mortgage did not equal what you actually put into 
the project: isn’t that it? You had to put some of your own money 
in it? 

Mr. Carmack. I mean in addition to the equity which we were re- 
quired to put in, and the mortgage FHA insured, that we did put in 
many thousands of dollars in addition. 

Senator SparKMAN. And your contention is that the manner in 
which the condemnation, the acquisition by the services has been 
working has been to treat them all as if they had had what we call 
a windfall and the person who is in your position who has actually 
had to put additional work into the project loses under that formula? 

Mr. Carmack. Yes, we could not get a substantial negotiation be- 
cause of these facts. For instance, in the case of Stones River Homes 
we did not have a high valuation. Many of us in our condition did 
not seek it; we saw no reason to pay the FHA insurance rates and 
everything on money that we did not need. Then many of us after 
we acquired it, understanding that we had a longtime investment 
servicing a permanent base, built additional buildings on this prop- 
erty. We owned them free and simple. Since we built a store, we 
renovated a farmhouse and put in baths and sewage, we were pressed 
to have as many, we were always full, about as full as we could stay 
and we needed them for all we could get. We acquired or had con- 
veyed to the county 12 acres of value land as a gift of the county in 
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order to get a new, modern up-to-date school building right adjoining 
the base for the convenience of our rentals and because we wanted 
them satisfied and kept full. We built a street down to this dead 
end, so there could be no travel over it generally, and the childrep 
ride down on their bicycles. All of these things could not be ¢op- 
sidered under the formula because FHA just certificated what it said 
was the value. They did not come back to see what new buildings 
had been put there, what other investments had been made, they just 
reported what they said was its value at the time of the final endorse. 
ment for the mortgage. 

I believe 78 Capeharts were built on land of ours next to these and 
we really did not want to be acquired. We did not think these 7% 
new houses were going to give us a great deal of trouble. It is almost 
like the tail wagging the dog. After they built the 78 Capeharts, 
or began to build them, they found themselves under mandatory law 
to acquire 600 units. They stated, some of the officers, that they in 
in this case would have preferred to have let it alone. In the whole 5 
years of our operation we never had a complaint from the Air Foree 
or the base. 

Senator SparkMAN. And you would have preferred for them to 
leave it alone. 

Mr. Carmack. We would have preferred to be left alone. 

Senator SPARKMAN. Yours was a going concern. 

Mr, Carmack. Making a good deal of money, and under the general 
rents of that section we still made a comfortable profit and everyone 
seemed to be very happy there. We contributed a thousand or so 
dollars for a playground for the children, we did everything to keep 
the houses full and keep them pleased. We always filled them as the 
Air Force told us, we had no trouble with them, we didn’t have any 
disagreements with the military, we did not have any trouble with 
them at all. They stated when I came up to negotiate, not only in 
my presence but in the presence of others that it was one of the best 
in the country. The best managed and best maintained—one of the 
best—and that they realized that they could not estimate anything 
like its real value because they could not consider all these various 
improvements. Because of the fact that we had more money in it 
than FHA required we could not get a higher or did not get a higher 
commitment. 

Senator SparkMAN. You said something about its being taken. 
Was it taken under condemnation ? 

Mr. Carmack. Yes, sir. 

Senator SparKMAN. Is the proceeding still pending? 

Mr. Carmack. Yes; still pending and very much now disputed and 
we have not answered the last filing. That came about in this way. 
I don’t mean to cast any reflection upon Major Leader or Lieutenant 
Colonel Richardson, the two men with whom I had most of my 
dealings. 

I think they were sincere and honest in what they stated to me at 
the time. They said that they wanted to suggest that we have 4 
friendly condemnation, then they would be out from under the 
formula and could consider these values and offer me more. They 
frankly stated they did not expect me to take what they offered. 
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They make a perfunctory offer to conform to the law and stated 
that they suggested that. I didn’t agree to that, however, because I 
had never seen a friendly condemnation and I was a little leery about 
that. I asked to come up and confer again and see what was the 
most that I could get under the formula since they admitted that it 
was worth more than they could offer me. They then put me off and 
said they were not ready to take that up. They would let me know. 
That went on and I have a whole file of letters here from them, and 
copies of mine, and they would put it off another week, and another 
month, and that went on until finally they said they would come down 
there and negotiate and look it over. But suddenly I got a letter one 
morning announcing to me that they were taking it by condemnation 
on the very morning that I got the letter, and by the time I got 18 
miles to Nashville it had been filed. 

Then I thought of the friendly condemnation idea and maybe 
we are going to have a friendly condemnation, so I asked to negotiate 
then as they had suggested. But I was promptly notified by the 
Justice Department that there was nothing to that, although an act 
of Congress, recommended by this committee, stated that negotiations 
should continue up to final adjudication. The Justice Department 
said that they would have nothing to do with it except through 
Justice, didn’t even want me to discuss it with them except in the 
presence of Justice; and that they were just mistaken in thinking 
they could have anything to do with negotiating a friendly settlement. 
This was stated to me and to others in my presence. 

I went then to Justice and asked if we could negotiate. I was 
promptly informed that I need not expect that I was going to get 
what I had been offered under negotiations, that I could just disabuse 
my mind of that for they had no idea of letting me have it. I asked 
if they had looked at the appraisals. I knew that there had been 
two. He said no, he didn’t particularly care to look at them, that 
they were not the Justice Department’s appraisals and they were 
not bound by them. I asked if he had had an appraisal and he said, 
no, he had not. I asked if they had had anyone down to see the 
project and he said, no. I asked then would he consider what Defense 
had paid in the acquisition of other properties through negotiation. 
He said, no, that wasn’t to be considered at all because they might 
have paid too much. 

They were not subject to evidence being a deal with the Govern- 
ment. I said, “Would you consider the replacement. value of this 
and the value to the Government?” He said, “No,” he wasn’t in- 
terested at all in the replacement. 

I might have spent $20 million in the middle of the Sahara Desert 
and not be worth adime. That adds to the value of the Government; 
In some States that is allowed. But the custom in Tennessee is not 
to allow it. That is the rule of court there; there is no statute in the 
State against it. So he took the position that that was because this 
was built exactly where the Air Force said they wanted it built which 
was for the convenience of the Air Force. There is not a house there 
that is more than 5 minutes’ drive by car from the farthest end of 
the base of any battle station and probably not more than 16 minutes’ 
walking. But because it was built on the other side of the base for 
the most convenience of the base and not on a highway they took the 
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position that you could not prove the value to the Government an 
that its value to the general public was less because it was an out-of. 
the-way place and, therefore, they would take advantage of tha 
position in the law and would fight on it and try to reduce the valy 
and get it for a song if they could. 

They filed and attempted to take it on $1. As I understand their 
position this was termed an administrative decision. They have said 
that the Administrator decided it was a dollar and it was unreviey. 
able by the court. This, of course, forced us to a very expensive 
fight. We had to employ very able and costly attorneys, travel, ap. 
praisals, estimates of reproduction costs, and we were forced to spend 
a lot of money combating this $1 tag. 

They said at some definite time in the future they would then pay 
some indefinite amount. The Federal judge sustained our position, 
He stated in his decision that the laws of the Congress were meant to 
be obeyed not only by the citizens but by the departments, and he 
thought they better start obeying them, and he set aside the declara- 
tion of taking them. 

They then came in and, well, they stated that within probably a 
month they would have an appraisal. A man came down to my place, 
stayed there 45 minutes, 20 minutes of which he was in my office. | 
made him free of all my books. I gave him all of the financial state- 
ments that he asked—3 or 5 years, I have forgotten. I got on the 
long-distance phone and turned him over to my auditor and told him 
to answer any questions and in 45 minutes the gentleman was gone, 
He had a good deal of information, and I suppose that was to be an 
appraisal. 

However, it has now been 14 months; they have never produced an 
appraisal, have declined to produce it, and the Justice Department 
tells me now that that wasn’t their appraisal. 

Senator Sparkman. Let me ask you something. You said the 
court set aside the declaration of taking; is the property back in your 
hands? 

Mr. Carmack. No; it is at the side, but then they urged it was an 
emergency. They came back in about 10 days that they had to have it, 
that the Contents were already built, that they had to fill them, that 
they were crowded, it was an emergency, and they could not fill them 
until they acquired this property. That there would be an appraisal 
within 30 days probably. 

Senator Sparkman. What about an accounting with you ? 

Mr. Carmack. They never had an qnecntitig with me. 

Senator SparKMAN. Are they liable for one? 

Mr. Carmack. No; they are not liable to any accounting that I 
know of under the existing law. 

They then paid into court a sum of money which would allow us to 
draw down ms $157,000 and a few hundred. Having offered me 
at one time $772,000 and in a written letter $660,000, I have forgotten 
just the figures, but they said it was a mere form. Still when I don’t 
take it and don’t even have a chance to discuss it further after them 
telling me they were going to come down and negotiate, they pitch it 
in without going on with the negotiation to Justice. Justice walks in 
and tries to take it for a dollar and then proposes to take it on their 
slight figure. Here is a piece of property 5 years ago estimated by 
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FHA at being worth over $5,300,000, and they condemn the whole 
property, not just somebody’s acreage. 

Senator SPARKMAN. Why can’t you show to the court the total in- 
adequacy of the amount paid in and get the court to hold that it does 
not comply with the law ? 

Mr. Carmack. That was done in a case in Florida where three Fed- 
eral judges sat and they broke the declaration of taking and said that 
the Defense Department had not acted in good faith when they at- 
tempted to put in-a dollar. Then they came in and paid some more 
money, they finally raised them to where for 850 units they paid 
in $900,000. The court still said that wasn’t an estimate of just com- 
pensation because here was what they had offered them, that got in, 
was allowed in. However, the court was reversed in the court of 
appeals in New Orleans on the ground that it was an administrative 
decision and they could pay a dollar or whatever they wanted to. So, 
we sit here with that—our court says he is not going to be bound by 
that court of appeals decision, but I don’t know whether he will or 
not. 

Senator SPARKMAN. Youare not in that circuit ? 

Mr. Carmack. I am not in that circuit but that had its effect, you 
know. And it makes more and more expense to us to fight every step of 
the way. We had to fight about the dollar; now we are going to have 
to fight about this. Here is property that beside the improvements 
put on it since, water softeners, for instance, and things that enhance 
the value of the property they have cut off our income. We are still 
on a mortgage and can’t get off the mortgage because the Government 
will not substitute itself for us. So we sit here in the most strange 

osition I ever got in in my life. The remainder of the mortgages 
is $5,350,000 approximately. We are on it, and they are paying the 
monthly payments that we pay, the FHA, but they are just paying 
them month by month and they won’t release us from the mortgage. 
Neither will they return to us the year’s advance payments that we 
were required to make. 

In the FHA we put a year in advance, fees, insurance, taxes, all sort 
of estimates, then every month we had to keep on in advance so at the 
end of the year we had paid out for that year, meanwhile all this 
was held up there. I called FHA to know why it wasn’t returned 
tome. They had gotten their stock back, and they said they thought it 
ought to be returned to me. But the Defense Department had had a 
meeting with them and declined to let it all be returned and—they 
don’t want to put up the money in place of it, so I can’t get the money, 
and I guess we will have to go to the Court of Claims and have another 
expensive litigation to get what anybody knows is money that belongs 
to us. 

Senator SparKMAN. May I ask you this, I am going to have to bring 
this hearing to a close because I have an appointment at 12:3 
downtown. 

I presume you have not told this story to the Judiciary Committee ? 

Mr. Carmack. No, I haven’t told it to any committee. I have been 
trying to get a settlement amicably. 

Senator SparKkMAN. Have you told it to your Senator who is a 
member of the Judiciary Committee ? 

Mr. Carmack. I have told the chairman. 
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Senator SparkMAN. I wonder if you have sought an opportunity 
to tell this to Senator Stennis or Senator Russell who are members 
of the Armed Services Committee. I have in mind the legislation 
that ont committee reported last year and that was enacted into law, 

Mr. Carmack. I have a report from one of the gentlemen saying 
that he thinks my position is well taken, and they had messed it up 
and he had not understood heretofore the situation. 

Just before leaving I want to make three points: We think that we 
should have an estimate of just compensation and that is not just 
‘some figure; some person, we don’t know, sent over to the Justice 
Department and was willing to put in, at least they could get by with 
it. We have all these expenses and we need money. The other thing 
is that we certainly think that value to the Government. they should 
be compelled to recognize. There is no reason why in Georgia values 
of the Government can be proved and not proved in Tennessee when 
it is the same project under the same Federal act. The creature 
of the same act. The invitee of the Government just as they are 
in pene. I thought it was axiomatic that any property should be 
valued at its highest usefulness and the highest usefulness of this 
cae is its service and value to the Government for that is what 
it was built for. To say it is not as valuable to the public since you 
built it over here where we invited you to seems to be an injustice, 
The third point is we do need some way to expedite the cases. In 
Tennessee I am told it will be 5 years before we can expect to get a 
hearing on it at all. One of my attorneys has had condemnation cases 
pending 4 years and has not even gotten them set. 

If it is appealed it may be another year or two, so, finally, 7, 8, 9, 
10 years from now the case might be settled. Meanwhile the Gov- 
ernment will eventually pay 6 percent on the difference of what it 
puts in and what it brings, and that seems to me a high amount of 
money for the Government to pay. But at the same time it is very 
distressing to us, most of us are not in the springtime of our years 
and to be 5, 7, 8 years before we can get our money out of here with 
all the economy showing that the purchasing value of a dollar de- 
preciates at around 214 percent a year-and we can’t get any money 
to live on, deal with, do anything with, it is a great hardship to put 
us in that place. 

I don’t want to take from any owner the right to a jury if he wants 

, but in our case rather than wait 5 or 6 years we would like to ex- 
aa it by suggesting that the Defense Department name a panel 
and we name a panel and the Justice will name the other. That gives 
them two of the sticks, the Defense and the Justice and we just have 
the third one—that is a panel we suggest of competent persons. 
But in that way we can get it very fast, probably in 6 or 8 months 
we can get this thing determined rather than drag it on. The fact 
that we may get a whole lot of money way off here years from now 
isn’t enough for us and doesn’t seem to me to fill the requirements of 
the Constitution or the condemnation procedure. That is a little 

vague estimate of just compensation, but it certainly doesn’t mean just 
2 guess and it leaves democracy at the mercy of bureaucracy, to say 
whatever some administrative assistant decides he wants to put in and 
get by with and force 1 ge ia on. 

Senator Sparkman. Mr. Carmack, I certainly think you have given 
us a picture of a situation that ought not to exist. I am going to ask 
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the stat! of this committee to refer the matter to both the Justice De- 
partment and the Defense Department to see if we can't get something 
done toward straightening it out. Thank you so much. 

Mr. Lefrak? Is Mr. Lefrak here? 

Mr. Lerrak. Yes. 

Senator SparkMaAN. [am going to have to leave. T understand you 
have to leave, too. Is it possible for you to file your statement ¢ 

Mr. Lerrak. Yes. 

Senator SparkMAN. Or if you could wait until 2:30 this afternoon. 
Let me ask you just this question: What is it that you are particularly 
interested in ? 


STATEMENT OF SAMUEL J. LEFRAK, PRESIDENT, LEFRAK 
ORGANIZATION, NEW YORK, N.Y. 





Mr. Lerrakx. Well, Iam interested in the middle income and lower 
income housing program, Mr. Chairman. Unfortunately, my corpo- 
ration counsel was stricken with a heart attack last night, in my pres- 
ence. J come here as a lone wolf all the way from New York, and I 
am ready to expose myself if you will give me 10 to 15 minutes of 
your time. 

Senator SparkMAN. [I don’t have it. I have an appointment down- 
town in 2 minutes. That is what we are up against. I don’t want 
to place you in any difficult position. I will stay here 10 minutes if 
you will accept that: if not, then the best thing I can do is suggest 
you be back at 2:30 and you will be heard promptly at that time. 

Mr. Lerrak. Let’s see what I can accomplish in the 10 minutes. 

Senator Sparkman. All right. 

Mr. Lerrax. My name is Samuel J. Lefrak. I come to you from 
New York. I am 40 years of age. I am president of the Lefrak 
Organization, a firm that has been active in middle and lower income 
housing for over 50 years. We have been called the world’s largest 
private builders of multiple dwelling units. We have constructed 
more than 400 apartment buildings housing in excess of 250,000 
tenants. 

Last year we have done over $50 million in construction in housing 
without the aid of the F — al Housing Administration. We employ 
over 2,200 people per year. All I can say is, Mr. Chairman, I was 
very deeply impressed by the strong interest you have taken in urban 
renewal matters and your past record of achievement in this vital 
held. I applaud your suggestion of maintaining a greater balance 
of fund appropriation for urban renewal housing in relation to rural 
housing. 

My suggestions cover only the field of urban housing because I 
believe that a comprehensive Federal program in planning and urban 
redevelopment can be formulated. 

As has repeatedly been pointed out, the basie problem in housing 
inmy State is the wide disparity between supply and need. U ntil 
the gap is closed, we will be unable to make measurable progress in 
conserving good neighborhoods, in removing overcrowded conditions, 
in enforcing health and safety laws to the limit and in providing 
equal housing opportunities for all New Yorkers, of whatever race, 
color, or creed. Until we have narrowed the gap, the continuation of 
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rent control remains essential. Although we may regret many of its 
negative aspects, we hope these can be reduced through reframing 
of the expiring law. We urgently need to stimulate a greater housing 
supply equally available to all of our citizens while rebuilding our 
aging cities. 

I know you have been sitting for the last few days listening toa 

great deal of testimony. I have a statement here which will perhaps 
be repetitious to what you have heard. I think the important thing 
is to see what we could do about this urban renewal problem, what is 
our objective and how could we attract capital into this field of the 
people from the free enterprise system, the unions and those people 
who have resisted. How do we make it desirable? 

I am going to try to accelerate my thinking and come up with my 
remedies : 

(1) That government continue to make available to private capital 
the locations, the mortage guarantees and such other forms of finane- 
ing assistance that will enable responsible builders to provide sub- 
laine middle-income housing. The title I program is a step in the 
right direction—but it is only a step. 

(9) What is needed even more is that Government provide the 
proper tax incentives to make middle-income housing attractive to 
private capital—that Government use its powers of property con- 
demnation, tax support, and other incentives to help private capital 
to clear slums for such housing. 

(3) In an effort to halt urban deterioration, an effective method of 
guaranteeing compliance with various codes is by withholding fire 
and other insurance until defects have been cured. The so-called 
prior lien law, by which State or local government intervenes between 
the property and the holder of the first mortgage, has proved an ef- 
fective and inexpensive method of enforcing code compliance, since 
mortgageholders see to it that property owners comply immediately 
and lift the Government’s lien. 

(4) In seeking ways to make low-cost, low-profit housing attractive 
to private capital, Government can try one further approach, which 
has been tried in Canada—rent insurance. Just as Government now 
insures bank depositors and mortgagees, it would provide insurance 
to the builder of low-cost housing that he would enjoy full rental. 

In short, I urge the enactment of legislation to encourage and stimu- 
late the kind of private housing development our urban areas so sorely 
need. Make no mistake, private housing is no substitute for public 
housing, and can never be. But I submit that if America depends 
solely and exclusively on public housing, it loses both its character 
and the meaning of its greatness—and it forfeits its heritage of prog- 
ress and growth through and by free enterprise. 

This is the real burden of the message I place before you today, Mr. 
Chairman. There are solutions to the problems we face. Be it your 
responsibility to move, and move quickly, in concert with businessmen 
who recognize their civic responsibility, toward applying those solu- 
tions with vision and determination. 

I will be glad to answer any questions, Mr. Chairman. What is 
your pleasure ? 

Senator SparKMAN. What price housing do yeu have in mind or do 
you build? 
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Mr. Lerrak. Well, I serve both the middle- and lower-income 
range, anywhere from $21 per room up to $35 per room, including 
utilities. 

Senator SPARKMAN. That is for rental ? 

Mr. Lerrax. That is correct. 

Senator SpaRKMAN. Do you build sales property, also? 

Mr. Lerrax. No. 

Senator SpARKMAN. I see. 

Mr. Lerrak. We just lease. We have 18,000 tenants, we have over 
aquarter of a million people that live with us. 

Senator SparkMAN. I appreciate this statement. I wish you might 
have given it when we had several members of the committee present 
in order that we might have had a discussion on it because one of the 
great deficiencies in our overall housing program is housing for the 
middle and low income groups of this country. 

You have given us some good suggestions. We shall be very glad 
to look into them and we will welcome from you any further sugges- 
tions at any time. 

Mr. Lerrak. Mr. Chairman, I would just like to bring one point 
before you. 

In the Time magazine issue of September 16, 1957—I am reading 
from a reprint which I offer to you—it spoke about the big cities’ big 
problem, told about the deterioration and the problems that are present 
today in the big cities. And in the last paragraph it said: 

Using this program, New York City builder S. J. Lefrak is putting up a co- 
operative development in Brooklyn’s Sheepshead Bay district with a monthly 
carrying charge averaging $21 a room. When Lefrak’s office opened to receive 
applications, his staff was greeted by 600 people who had stayed in line through 
the night: in 1 day he leased 3,800 apartments. 

Most real estate men feel that the shortage of middle-income housing is a 
long-range problem for which there is no quick or easy solution. 

I believe there is a solution, Mr. Chairman, and I believe that 
Senator Clark’s S. 193 is an answer to middle income. I have his news 
letter in which he says a new program of low cost private rental 
housing be brought into the private market can be the answer to a lot 
of our problems. 

Senator SparkMAN. Thank you very much and the article you 
referred to will be printed in the record at this point along with your 
complete statement. 

(The complete statement of Mr. Lefrak follows :) 


STATEMENT OF SAMUEL J. LEFRAK, PRESIDENT, LEFRAK ORGANIZATION, NEw YorK, 
N.Y. 


My name is Samuel J. Lefrak. I am president of the Lefrak Organization, a 
firm that has been active in middle and lower income housing for the past 50 
years. We have been called the world’s largest private builder of multiple- 
dwelling units. We have constructed more than 400 apartment buildings housing 
in excess of 250,000 tenants. 

Gentlemen, I was deeply impressed by the strong interest you have taken in 
urban renewal matters, and by your past record of achievement in this vital field. 

I enthusiastically applaud your suggestion of maintaining a greater balance 
of fund appropriation for urban renewal housing in relation to rural housing. 
My suggestions cover only the field of urban housing because I believe that a 


Tenensive Federal program in planning and urban redevelopment can be 
ormulated. 
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As has repeatedly been pointed out, the basic problem in housing in my State 
is the wide disparity between supply and need. Until the gap is closed, we wil] 
be unable to make measurable progress in conserving good neighborhoods, in re- 
moving overcrowded conditions, in enforcing health and safety laws to the limit 
and in providing equal housing opportunities for all New Yorkers, of whatever 
race, color, or creed. Until we have narrowed the gap, the continuation of rent 
control remains essential. Although we may regret many of its negative aspects, 
we hope these can be reduced through reframing of the expiring law. We 
urgently need to stimulate a greater housing supply equally available to all of 
our citizens while rebuilding our aging cities. 

The salient fact is that our national housing picture today is a complex of 
problems. But, although they may change from place to place and time to time, 
all these problems share certain characteristics in common. Chief among these 
is that they were created by lack of vision, lack of foresight and lack of planning, 

The absence of decent housing for families of modest means, the mass flight 
from city to suburb, the decay of urban areas, the drop in city real estate values, 
all these and a host of other problems can actually be laid to national progress 
without planning. We are inheriting today the legacy of two decades of popu- 
lation expansion created by scientific advances in medicine which have reduced 
birth and childhood diseases while lengthening the average life-span—by progress 
in the field of social welfare which protects and maintains the average American's 
security as never before in our history—by a 20-year drought in housing that 
began in the depression and ended with the war and its critical shortages of 
material. 

The net result of this unplanned progress is fourfold: one, young people marry 
earlier in life and have more children; two, more children survive; three, adults 
live longer; four, there is still not nearly enough housing for the needs of this 
ever-expanding population. 

Gentlemen, we face a problem that lack of vision created and that only the 
application of real vision can solve. 

Let us examine for a moment, if you will, where lack of vision has taken us, 
The housing industry met the problem of an ever-expanding population by mateh- 
ing it with ever-wider physical expansion. Cities once ringed by small farms and 
parks are now choked by a belt of suburbs that grows constantly deeper until in 
some areas of the Nation, one city’s suburbs meet those of the next city, though 
it be hundreds of miles away. 

Civic planners, for example, no longer consider the Northeast section of our 
Nation to be composed of one metropolis after another. They refer to it as one 
giant supercity. 

The problem is not limited to the Northeast. The Middle West and even the 
more spacious Far West are afflicted with the same problem in one degree or 
another. It is the result of forced growth without planning and it can only 
be solved by the immediate application of that priceless ingredient—vision. 

How is this to be done? Let me get down to some specifics. One of the areas 
in which I have been active is the Greater New York region which can 
Serve, unfortunately, as a classic case history in exactly the kind of housing 
prob'ems we are trying to solve. 

Greater New York has been able to provide housing for those of its citizens 
Whose annual income lies in the lower brackets. Through an enlightened pro- 
gram of slum clearance and low-cost public housing, it is solving this one problem. 
At the other end of the scale, Greater New York has encountered no difficulties in 
providing housing for those of its citizens to whom money has never been a 
problem. The extensive development of luxury city apartments and country 
estates is graphic proof of this. 

Well and good. The rich and the poor are tended to. Who is left? Gentle 
men, let me present to you the forgotten man of housing—Mr. Middle Income. 

He is either young and the father of a small but growing family, or past 50, 
with a grown-up family that has moved away. Sometimes, but not always, he 
is an officeworker whose job lies in the very heart of the city. His annual 
income is between four and eight thousand dollars a year. 

Does he sound familiar to you? He should, because he, his wife and his 
children have become the most numerous family unit in the entire Nation. 
Slowly, but surely, our urban-suburban population has become Mr. Middle 
Income himself. 

More important, Mr. Middle Income now pays the bulk of our Nation’s taxes. 

And yet—I repeat—he is the forgotten man of housing. He earns too much 
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to qualify for public housing. He earns too little to afford a luxury apartment 
or suburban estate. 

He does what he can to keep a decent roof over his family’s head. He 
budgets closely and is able to rent an apartment that is too small for his needs. 
Or he takes on a 30-year load of mortgaged indebtedness and assumes Ownership 
of a small suburban house whose taxes and upkeep, added to commutation cost, 
keep him perpetually in the red. 

Is he to remain forgotten? Can any public servant, can any public-spirited 
businessman, dare to let him remain forgotten? 

Is he not, in the final analysis, the pivot on which our urban housing prob- 
lems turn? Is it not true that when we provide for Mr. Middle Income, we 
take a giant step toward solving the questions of urban renewal and rede 
velopment ? 

Let me show you how this can work—how it is beginning to work—in practice. 
Let me refer you to a small but growing number of housing developments in 
the Greater New York area which demonstrate that government and private 
uilders, together, can and are providing decent housing for Mr. Middle Income 
ata price he can afford. 

With the aid of State or city financing, private builders are erecting low- 
profit multiple-dwelling developments that have begun to attract back into the 
city the middle-income families who had been driven away. Slowly, as this 
trend begins to broaden, the urban areas now decaying can be rebuilt into 
healthy and productive neighborhoods. Property values can be upgraded once 
more. Assessments can be returned to the tax rolls of municipalities. Families 
can once more live within a logical distance of the place where the breadwinner 
works. By planning, these new developments are beginning to solve traffic prob- 
lems, the need for expanded cultural, recreation and amusement facilities ; space 
for the aged and for the youngsters; playgrounds, parks, swimming pools, li- 
braries and museums. Hand in hand go solutions to the problems of noise and 
smoke abatement, shopping and resort area development. 

In short, gentlemen, by applying foresight and vision to the development of 
housing for middle-income families, we are beginning to see our way clear to- 
ward solving the problems of life in a supercity. 

None of this has happened spontaneously. The desire to pump renewed 
life into our dying cities has not taken practical form and shape out of some 
vague and nebulous wish. It has begun to happen because public officials with 
vision have joined forces with businessmen of imagination * * * joined forces 
and made it happen. 

What we have started to do in Greater New York points out two valuable 
things: First, that there are solutions to the housing problem; second, that 
these solutions are not automatic. They must be implemented by direct, 
straightforward, cooperative action between Government and business. 

For this to happen, Government must begin now to take its responsibility 
in urban development as seriously as it takes its responsibility toward rural 
and farm development. Certainly, we need our Department of Agriculture. 
sut we need, equally badly, a Department of Urbiculture. 

Concretely, I would like to urge: (1) That Government continue to make 
available to private capital the locations, the mortgage guarantees, and such 
other forms of financing assistance that will enable responsible builders to 
provide subsidized middle-income housing. The title I program is a_ step 
in the right direction * * * but it is only a step. 

(2) What is needed even more is that Government provide the proper tax 
incentives to make middle-income housing attractive to private capital * * * 
that Government use its powers of property condemnation, tax support, and 
other incentives to help private capital to clear slums for such housing. 

(3) In an effort to halt urban deterioration, an effective method of guar- 
anteeing compliance with various codes is by withholding fire and other in- 
surance until defects have been cured. The so-called prior lien law, by 
Which State or local government intervenes between the property and the holder 
of the first mortgage, has proved an effective and inexpensive method of en- 
forcing code compliance, since mortgageholders see to it that property owners 
comply immediately and lift the Government’s lien. 

(4) In seeking ways to make low-cost, low-profit housing attractive to 
private capital, Government can try one further approach, which has been 
tried in Canada * * * rent insurance. Just as Government now insures bank 
depositors and mortgagees, it would provide insurance to the builder of low-cost 
housing that he would enjoy full rental. 
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In short, I urge the enactment of legisaltion to encourage and stimulate 
the kind of private housing development our urban areas so sorely need, 
Make no mistake, private housing is no substitute for public housing, and 
can never be. But I submit that if America depends solely and exclusively 
on public housing, it loses both its character and the meaning of its great. 
ness * * * and it forfeits its heritage of progress and growth through and 
by free enterprise. 

This is the real burden of the message I place before you today, Mr, 
Chairman. There are solutions to the problems we face. Be it your responsi- 
bility to move, and move quickly, in concert with businessmen who recognize 
their civic responsibility, toward applying those solutions with vision and 
determination. 

For, in the last analysis, vision has created this country of ours out of the 
wilderness, has lit every lamp, built every church, made every discovery, pro- 
duced every article we use. Vision, and vision alone, is the priceless ingredient 
that has built and will maintain a better America and a better American way 
of life. 


MIpDbpLE-INCOME HousinG: THE BiG City’s Big PROBLEM 


The middle-income city dweller is a forgotten man. His income, $6,000 to 
$9,000 a year in New York and other big cities, is high enough to bar him from 
public housing but too low for luxury apartments. High-rental apartments 
continue to rise, and low-income projects spread by the acre, but building for 
the urban middle-income group has stopped almost entirely. Such families 
are often forced to settle for poor housing or pay rents—way above 25 percent 
of income—which they cannot afford. Said the Senate Committee on Banking: 
“Housing available or in prospect for families in the middle-income group is 
wholly inadequate.” 

The shortage is not only a worry for the middle-income family but a grave 
problem for such cities as New York, Chicago, Kansas City, San Francisco. 
Urban redevelopment programs are in danger of collapsing unless better middle 
income housing is developed. City planners realize that they cannot go on 
building low-income projects, which do not carry their part of the taxload, 
without balancing them with middle-income accommodations, which do. One 
reason for the flight to the suburbs—with its attrition of city revenues and 
business—is that families find it easier, once they have a downpayment, to 
pay for a house than for a high-priced city apartment. 

In Chicago, where about 40 percent of the population falls in the middle-in- 
come bracket, there has been little rental housing construction for this group 
since the twenties. In Manhattan, says one real estate man, the situation is 
impossible. Bostonians can almost count on their fingers the apartment houses 
for middle-income families going up in their city. Apartment construction for 
middle-income dwellers in Philadelphia is at a virtual standstill. The National 
Association of Home Builders insists that the national need for such housing 
is so acute that it could reach emergency proportions. 

Few middle-income apartment houses are being built because operators and 
builders no longer find such structures attractive investments. City land is 
expensive, and an office building or luxury apartment offers better returns. 
Today’s investor in a middle-income apartment building often clears only 
4 percent after taxes, no more than he could make on a high-grade bond. 
When a builder does start out to construct a middle-income building, climbing 
costs of labor and materials often force him to end up charging monthly rentals 
beyond the reach of the middle-income family—up to $100 a room. 

One of the biggest blocks to more middle-income housing is the attitude of the 
Federal Housing Administration. In the early postwar years, under FHA’s 
section 608, builders could put up middle-income housing with FHA help without 
tying up a large amount of capital. But in 1954 a spate of of scandals broke 
about builders who made windfall profits under 608. In its zeal to tighten up, 
the FHA overdid things. Even though the windfall profiteers were only 4 
handful among thousands of honest builders, FHA now suspiciously administers 
its new 207 program, sets extremely rigid standards, digs through construction 
figures long after it has approved—threatens builders with future disapproval 
if they balk at making changes. Result: many builders feel so harassed that 
they no longer put up the middle-income housing they could build profitably with 
FHA’s aid. 
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Few builders have any faith in more legislation as a source of relief: a bill 
to grant builders Government loans at low interest rates has repeatedly failed 
to pass, and President Eisenhower vetoed a bill to grant real estate investment 
trusts the same exemptions from corporation taxes now granted securities 
investment trusts. Some cities have taken matters into their own hands; New 
York City is working on 12 middle-income projects (about $21 a room) with 
rents lower than private buildings because of lower financing costs, partial tax 
exemptions and nonprofit operation. It also grants private builders tax exemp- 
tions and loans of up to 90 percent of a project’s cost. 

Using this program, New York City Builder S. J. Lefrak is putting up a 
cooperative development in Brooklyn’s Sheepshead Bay district with a monthly 
carrying charge averaging $21 a room. When Lefrak’s office opened to receive 
applications, his staff was greeted by 600 people who had stayed in line through 
the night ; in 1 day he leased 3,800 apartments. 

Most real estate men feel that the shortage of middle-income housing is a 
long-range problem for which there is no quick or easy solution. But one prac- 
tical step in the right direction is recommended by the National Association of 
Home Builders. The FHA, says the association, should look at the scandals 
of 1954 in proper perspective, relax its rules and harassments to encourage more 
middle-income housing, thus make FHA’s present program work more effectively. 


Senator SparKMAN. The Housing and Home Finance Agency has 
supplied some information in connection with their appearance on 
the first day of the hearings. That has already gone to the printers 
so we will have to insert it in the record at this point. 

The comments of the Agency on the article in Nation’s Business are 
in reference to remarks on page 208. 

The table from the Urban Renewal Administration is in response 
toa request on page 161. 

(The material referred to follows :) 


COMMENTS OF THE HOUSING AND HOME FINANCE AGENCY ON “GOVERNMENT RE- 
stricts Housing GROWTH” By RoBINSON NEWCOMB IN NATION’s BUSINESS, 
JANUARY 1959 


The article in Nation’s Business, entitled “Government Restricts Housing 
Growth,” states that, through actions of the Federal Reserve Board and the 
Federal Home Loan Bank Board and other actions specifically affecting the FHA 
and VA programs, the Government has deliberately restricted the number of 
new homes Americans can build. It is suggested that, had these actions not 
been taken, the 1955 rate of homebuilding could have been maintained through 
1958 without injuring the economy or the homebuilding industry. Figures are 
cited to show that homebuilding under Government-supported mortgage finane- 
ing programs has responded sharply to these actions and there is an admonish- 
ment, that the FHA and VA programs were passed by the Congress to provide 
homes—not as a tool for economic control. 

The following comments will touch on the major points made in the Nation’s 
Business article. 

The Government has deliberately restricted the number of new homes.—The 
executive branch of the Government, under the present administration, has not 
deliberately aimed at restricting housing activity to a particular level. It has 
hever set a particular volume of housing starts as a target of economic policy 
and then taken actions deliberately designed to accomplish that goal. In 
carrying out its responsibilities for maintaining economic stability and taking 
such steps as were necessary to counteract both inflationary and deflationary 
tendencies, the Government has, of course, studied carefully developments in the 
housing market as it has in all other sectors of the economy. 

The housing policies of the Government during the 1955-58 period covered by 
the article were in accordance with the declaration of national housing policy 
enacted by the Congress in the Housing Act of 1949, which included “the 
Stabilization of the housing industry at a high annual volume of residential 
construction.” In order to maintain a high level of homebuilding to produce 
stable growth of our housing supply, the Government must pursue policies which 
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will avoid glutting the market with more homes than can be absorbed by effective 
demand during a short-range period. If such a glut is allowed to accumulate 
it can seriously depress all existing home values, lead to a severe decline of 
new homebuilding and thus restrict housing growth for an extended period. 

From the beginning of 1954 to the beginning of 1955, the seasonally adjusteq 
annual rate of new private nonfarm housing starts rose from 1,051,000 to 1,410. 
000, a 34 percent rise. Furthermore, this rate was maintained at an average 
level of 1,667,000 during the first half of 1955. As a consequence, during 1955 
the index of residential construction costs rose by 4 percent. The consequence 
of these developments became apparent in the development of housing surpluses 
in a number of areas. Therefore, as reported in the President’s Economic Re 
port of 1956, the FHA and VA field offices “were instructed to intensify their 
surveys of local housing markets and to take coordinated steps to restrict Fed- 
eral underwriting of mortgages in localities where housing surpluses were 
found to exist.” In conjunction with the specific market area surveillance 
actions, a number of other mild housing credit restrictions under the Goverp- 
ment programs were imposed to moderate the level of homebuilding which was 
leading to a rapid rise in costs and greater production than the market could 
absorb. This policy was not determined on the basis of a Washington analysis 
of household formation and housing starts figures as the article implies. The 
policies adopted were formulated on the basis of current local market condi- 
tions observed by FHA and VA field offices throughout the country. 

When the Government takes such steps to stabilize a large, particular seg- 
ment of the economy, such as housing, it is bound to add to stability in the 
general economy. The basic general monetary and credit policies of the country 
are made and implemented by. the Federal Reserve Board, whose authority is 
independent of the executive branch departments of the Government, although 
there are consultations with regard to policies. When inflationary pressures 
permeate the entire economy, selective controls which are adopted may support 
the general fiscal and monetary measures, while being used to stabilize one or 
more particular segments of the economy. The Government has supplied selec- 
tive controls in the field of housing when the situation in the economy in general 
and the housing market in particular justified it. Conversely, it has often 
taken steps designed to stimulate the housing industry when such actions were 
required in the interest of general economic stability and the stability of the 
housing industry in particular. Indeed, the very existence of the Government 
programs in housing have served greatly to stimulate and enlarge the volume of 
homebuilding activity and to broaden homeownership in this country. 

The purpose of the various actions taken by the Government has always been 
to prevent demand from straining the capacity of the industry with a conse 
quent rapid inflation of costs and prices which causes an oversupply of unsold 
houses and a subsequent collapse of activity. The purpose of Government stabil- 
ization measures has never been to ration a particular industry or market in 
relation to other segments of the economy. 

The FHA and VA programs have been sensitive to Government stabilization 
actions.—In the article, it is stated that housing activity, particularly that 
represented by the FHA and VA programs, has fluctuated sharply in response 
to general monetary controls as well as to the particular stabilization actions 
which have been taken by the Government in the housing field. These varia- 
tions in volume are related in the article to the fact that “because of the limits 
on interest rates of FHA and VA mortgages—they cannot compete in the open 
market when money is tight.” The statistics used to illustrate the point show 
variation of year-to-year housing starts volume for the FHA and VA programs 
combined or for the VA program itself. Actually, the FHA program generally 
has shown relatively small annual fluctuations because the 6 percent statutory 
maximum interest rates for FHA section 203 mortgages has always been well 
above market requirements. Therefore, when administrative adjustments, be 
low this statutory maximum ceiling, have been made in the interest rate, as in 
1957, they have had the desired effect of obtaining adequate funds for FHA- 
insured loans and stimulating a high volume of construction under that pro- 
gram. Undue delays in such adjustments in the past have resulted primarily 
from the attempt to keep FHA rates reasonably in line with legislatively de 
termined VA rates so as to minimize the relative disadvantage of the VA pro- 
gram in the mortgage market. 

It is certainly true, however, that the FHA- and particularly the VA-assisted 
portions of housing activity have displayed a tendency to fluctuate widely in 
volume. On the other hand, it is an oversimplification to conclude that the 
volatility of FHA and VA activity has been entirely the result of deliberate 
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actions taken by the executive branch of the Government in connection with 
its stabilization policies. 

To a marked degree, the fluctuations in housing activity reflect the institu- 
tional structure of the housing and mortgage markets. In periods when the 
total supply of savings is insufficient to meet the demands for credit, interest 
rates go up. In such circumstances, lenders naturally seek investment sources 
which will produce the highest yield. Mortgages, thus, must compete with other 
users Of capital, some of whom are less sensitive to increases in interest rate 
than are home purchasers. In a tight money market, another factor which 
tends to depress housing activity is the tendency of lenders to make funds 
available only for mortgages with high downpayments and short maturities. 
This automatically reduces the number of families who can afford to buy a 
home at such times. In addition, lenders may reduce their volume of mortgage 
lending purely for purposes of balancing their portfolios. 

An equally important cause for housing instability can be found in the un- 
workable discount controls which Congress at times has placed on Government- 
assisted mortgages and on the unrealistic statutory interest rate ceiling which 
applies to the VA program. Under conditions when housing must compete for 
funds in a tight money market, anything which prevents the yield on mortgages 
from adjusting to the market, seriously impedes the flow of capital into hous- 
ing. During 1957, for example, the statutory 4%, percent rate on VA mortgages 
was substantially below the market. Because VA mortgages were unable to 
compete for funds in a capital market characterized by rising interest rates, the 
yolume of VA activity dropped sharply. The control on discounts for both FHA 
and VA mortgages also impeded the flow of funds into mortgages by making it 
impossible for mortgage yields to adjust to rising market rates. It should be 
noted that shortages of VA mortgage funds, which have occurred periodically in 
recent years, reflect less an unwillingness of homebuyers to pay the higher rate 
than the inability of mortgage lenders and builders to originate mortgage loans 
at the rates required by the market due to statutory restrictions. Home buyers 
generally have shown a willingness to pay a higher interest rate if it was 
necessary to finance their homes. They frequently were not given the opportu- 
nity because the statutory limitations on the VA rate and at times the discount 
restrictions on FHA and VA mortgages have made it impossible for mortgages 
to be negotiated at the rate required by the market. 

Therefore, when the article in Nation’s Business attributes the wide fluctua- 
tions in VA and FHA activity entirely to deliberate actions by the executive 
branch, it overlooks the many other institutional and legislative factors which 
have contributed to these fluctuations. 

Housing should not be singled out.—In the conclusion of the article it is sug- 
gested that Government credit policies should affect all industries alike and that 
housing should not be singled out. Housing, of course, has not been singled out. 
The concern of the executive branch is with the stability of the whole economy 
including the housing industry. In the housing field, its actions are designed to 
promote the highest level of homebuilding activity compatible with the needs 
and desires of the people and the general health of the economy. There has been 
no intent to require the housing industry to absorb more than its share of the 
burden of restraining inflation. 

The aim of the administration is economic stability and sustained economic 
growth both in the housing industry and in the entire economy. It is our belief 
that the greatest single contribution which could be made to the stability of the 
homebuilding industry is the establishment of flexible interest rates on all 
Government-assisted mortgages within reasonable statutory ceilings established 
by the Congress. The article has failed to distinguish between the statutes gov- 
erning the FHA and VA sales housing mortgage interest rates and the conse- 
quently different effects upon the two programs. The 1957 adjustment of the 
FHA sales housing mortgage interest rates demonstrated the effectiveness of 
such flexibility in providing an effective market interest rate. The article in 
Nation’s Business overlooks the possibility of providing the same type of flexi- 
bility for administrative adjustments of the VA rate and the rates for certain 
FHA rental housing programs as now exists for the FHA sales housing mort- 
gage interest rate. To that end, the Administration’s housing legislation pro- 
poses upward adjustments in the statutory interest rate ceilings on mortgages 
under certain FHA rental housing programs and on VA mortgage loans. This 
is needed to make possible the necessary flexibility in these interest rates, so 
that the rates can be adjusted upward or downward, from time to time, to 
obtain adequate mortgage funds for these programs. 
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i aSOLa: 
a : 384,000 | 41,393, 850 384, 000 
Minneapolis-. teshe BE a mink enn ihnaeneae 1, 685, 950 2, 414, 548 1, 685, 950 
St. Paul.... a ss cine it elt a 774, 356 1, 675, 837 
a , 34, 124, 406 3, 038, 653 | 2, 740, 137 
Webster Groves....----- ; ‘ 687, 134 3 709, 239 687, 134 
or Vew ; os 1, 418, 800 8744, 375 
Reno. - - aM tata en Sig tien att a eae in ~ 1, 069, 896 3 866, 784 
New Hampshire: Portsmouth 34, 866 3 638,751 | 
New Jersey: 
Atlantic City wae 1, 731, 793 4 920, 936 920, 936 
MAI Dw otninpae 359,577 | 41,110,554 359, 577 
Hackensack.....------- <a 152, 198 3814, 431 110, 343 
Jersey City..---- = 1, 062, 687 1, 625, 797 890, 166 
ON i eR :s 220, 825 3 479, 100 197, 491 
Newark . a ania a 535, 000 2, 155, 837 435, 000 
North Plainfield _ o 1, 125, 310 3 532, 479 523, 310 
Orange... ... I Sa a ee 4, 409, 390 3971, 004 actehe 
Passaic. _- . uae 582, 000 4 875, 816 582, 000 
Perth Amboy-..------------ 134, 755 3 1,022, 871 134, 754 
on 2, 445 3514, 704 5 128, 206 
PEEL. cet 0ancuasmearsron 7, 340, 740 4 1, 637, 696 7 2, 346, 000 
Union City- lias wats 416, 412 4853, 184 37, 497 
Wayne Township 1, 119, 000 3514, 704 
New York: 
Binghamton..---------- u 366, 894 41, 132, 634 
Buffalo. ee ee : 18, 216, 000 2, 570, 800 
Hastings on Hudson-.------- 953, 334 3 443, 424 
i ee 563, 756 3709, 239 
New York ; 2, 149, 842 15, 443, 600 8 11, 942, 312 
Niagara Falls 475, 000 41,242,314 475, 000 
Nyack. 700, 000 3 407. 676 
Peekskill 1, 865, 000 3 621, 084 
oe ca a us csn erin een ianaelsiquiaapueguadnaninn 5, 500, 000 3 1, 057, 359 
disdain acai incase sepeiemibiainaii deta 280, 546 4 1, 895, 546 

North Carolina: 
Charlotte 1, 000. 000 4 1, 700, 264 
Fayetteville 587, 332 3918, 975 
1, 000, 000 4 965, 864 

Ohio: 


Cincinnati 9, 419, 500 2, 361, 952 
Cleveland 4, 379, 162 3, 078, 325 
Dayton 4, 500, 000 4 2, 770, 784 2, 762, 000 
Oregon: 
Eugene 1, 711, 680 3 936, 336 922, 740 
Portland 751, 732 1, 924, 372 5 982, 269 
Springfield 106, 285 3 496,911 |. 
Pennsylvania: 
Allentown 1, 577, 232 41, 415, 306 1, 386, 400 
RS isscadendidwakubdewccdauinee chacwctidumndkedea 236, 896 3 532. 479 9 258, 166 
Farrell 295, 400 3 550, 236 252, 333 
IE sa 8 2 tel pana en aiedigtaatanieawiuens 3, 890, 070 4 1, 231, 400 1, 217, 681 
Lancaster 3, 747, 306 4 943, 424 943, 424 
McKeesport . 6, 380, 000 4 807, 776 
Oil City. 68, 986 3 656, 400 
eimai 30, 297, 867 6, 316, 000, 5, 348, 715 
NN a ane caacbamnnoeeR eee 16, 364, 523 2, 787, 013 2, 687, 321 
Pittston > 961, 330 3 567, 975 567, 970 
Reading 2, 107, 170 41, 436, 714 | 1, 294, 366 
Scranton 904, 020 41, 616, 744 | 914, 871 
Susquehanna Township 2, 065, 900 3 496,911 | 400, 000 
Swatara Township 1, 103, 280 § 461, 271 427, 066 
York 613, 377 4 898, 400 592, 949 
Rhode Island: Providence 4,198,190 | 42,815, 994 
South Carolina: Spartanburg 280, 000 3 953, 679 
ennessee : 
Clarksville 717, 483 3 585, 696 
yersburg 3, 455, 070 3 496, 911 
Franklin 3 389, 775 5 106, 105 
Gallatin . 33% 3 389, 775 
3 §32, 479 
3 335, 964 

















See footnotes at end of table. 
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HovusinG AND HoME FINANCE AGENCY, UrBAN RENEWAL ADMINISTRATION—Con 


Title I capital grant contract authorization—Approval actions Sept. 8—Dee. 31 
1958, for localities with applications pending Sept. 5, 1958—Continued 


Applications A pproval 
pending Formula ictions 
Sept. 5, 1958! limit Sept. 8-Dee. 

31, 19582 


Texas 

Cryst: | City 567, 000 8 425, 559 23, 196 

Los Fresnos 348, 732 3 317, 991 

Mercedes 474, 641 3 479, 100 5, 478 

San Antonio 3, 685, 021 2, O48, 608 , 997, 135 

Waco 3, 926, 643 41,176, 650 , 164, 480 

Wink 863, 184 3 335, 964 335, 793 
Vermont: Burlington 600, 000 3884199 100, 000 
Virginia 

Charlottesville 1, 056, 000 3 761, 916 761, 916 

South Norfolk 564, 228 3 479, 100 9, 100 
Washington 

Tacoma... 1, 057, 500 #1, 893, 584 , 057, 590 

Vancouver 1, 140, 000 31,049, 124 , 12 
West Virginia: Wheeling. 310, 817 ‘887,114 75, 371 
Wisconsin: Milwaukee 16, 849, 530 2, 704, 693 2 13, 409, 000 
Puerto Rico--. 6, 434, 664 1, 619, 000 5, 891, 300 


1 Amounts shown under “Applications pending” include all applications (both for new projects and for 


increases in existing projects) pending on Sept. 5. For many cities, more than 1 application was pending 
on Sept. 4 

2 Amounts shown under ‘“‘ Approval actions” include all amounts approved for the cities with apphiations 
pending on Sept. 5. Excluded are amounts approved after Sept. 5 for cities with no applications pending 
on Sept. 5 

3’ Limit for 3 years. 

4 Limit for 2 years. 

5 Represents amounts ipproved as increases .n existing project , including amounts approved under 
applications received after Sept. 5 

6 Reflects transfer of reservations made prior to fiscal year 1959 between projects, as agreed in fiscal year 
1958 

7 Reflects (a) transfer of reservation of $709,022 made prior to fiscal year 1959 to general neighborhood 
renewal planning operation approved for the same area, plus ()) increase of $1,636,978 in the reservationy 
subject to formula limit. 

* New York City had been subject to a limitation of not to exceed 10 percent of available authorization for 
1959 prior to beginning of fiscal year and was therefore entitled to have applications up to this amount con- 
sidered. 

° Represents revision in amount of reservation requested originally in survey and planning application 
pending on Sept. 5. 

10 Reflects transfer of reservation made prior to fisca! year 1959 for existing general neighborhood renewal 
planning operation to urban renewal project approved for planning in the neighborhood area 

1! Reflects actual amount of reservation requested in application pending on Sept. 5. Amount of $16,384 
shown under ‘‘Applications pending”’ reflects a reporting error. 

2 Reflects transfer of reservation made prior to fiscal year 1959 for existing urban renewal project to general 
neighborhood renewal planning operation approved for the same area. 

13 Reflects (a) transfer of reservations made prior to fiscal year 1959 in amount of $1,304,000 between proj- 
ects, as agreed in fiscal year 1958, plus (0) new reservations approved in the ammount of $4,587,300 subject to 
formula limit. 


] 


Senator SparkMAN. Mr. Menk, of the Association of State Plan- 
ning and Development. Agencies, testified earlier in the hearings. He 
has since sent us a table which will have to go in the record at this point 
since that part of the hearings has already gone to the printer. His 
testimony appears on page 374. 

(The table referred to follows :) 
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ASSOCIATION OF STATE PLANNING & DEVELOPMENT AGENCIES 


Federal grants-in-aid (on matching basis) to official State, metropolitan, and 
regional planning agencies for urban planning as sistance under provisions 
of sec. 701 of Housing Act of 1954, as amended 


| Total program through Nov. 30, 1958} 


{\PPROVED ALLOCATIONS FOR GRANTS TO OFFICIAL STATE PLANNING AGENCIES 
FOR PLANNING ASSISTANCE TO SMALL MUNICIPALITIES (UNDER 25,000 POPULA- 
TION 


}Total amount} Number of Number of 
of grants grants different 
municipalities 


Louisiana (P-2, 3, 
Maine (P-1, 3, 4 
Maryland (P-2 
Massachusetts (P-1, 2 
Montana (P-1 
Nevada (P-1 

New Hampshire 
New Jersey P-1l, 4 
New York (P-2, 3 
North Carolina ( 
Oklahoma (P-1, 
Oregon (P-i, 5, 


ennsylvania ( 


Rhode Island (P-2, 3, 37 
rennessee (P-1, 2, 4, 5, 10) ; 510, 3 
Texas (P-1 110, 2 
Vermont (P-1, 2, 3) 5 35, 150 
Washington (P-1 19, 030 


27 States and 1 Territory ----- ade ae aidiieaendad 3, 944, 324 


IL APPROVED ALLOCATIONS FOR GRANTS TO OFFICIAL STATE PLANNING 
AGENCIES FOR URBAN PLANNING IN METROPOLITAN, REGIONAL AND OTHER 
AREAS 


Arkansas (P-8) L . it eee ig St L <7, 000 
Connecticut (P-2, 3, 6) : i oe ee 3, 380 
Kentucky (P-2) i 4 . soi ae , 780 
Maryland (P-1) 000 
Massachusetts (P-5, 8) , 35, 000 
New York (P-9, 11) : 630 
North Carolina (P-5) 5 ‘ sacha 2, 200 
Oregon (P-2, 6, 9 7 57, 650 
Pennsylvania (P-12) : 500 
Rhode Island (P-1) ‘ 5, 859 
Tennessee (P-9) ; ‘ : 3, 610 


11 States . . oa 609 


Sd 
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ASSOCIATION OF STATE PLANNING & DEVELOPMENT AGENCIES—Continued 


Federal grants-in-aid (on matching basis) to official State, metropolitan, and 
regional planning agencies for urban planning assistance under provisions 
of sec. 701 of Housing Act of 1954, as amended—Continued 


Ill. APPROVED ALLOCATIONS FOR GRANTS TO OFFICIAL METROPOLITAN AND 
REGIONAL PLANNING AGENCIES FOR URBAN PLANNING IN METROPOLITAN, 
REGIONAL AND OTHER AREAS 


|Total amount} Number of Number of 
of grants grants different 
municipalities 


Arkansas (P-1, 4, 7)__-- sini aia ctalsspttecabs atte $81, 475 | 
Cali fornia (P- ~ 2, 3, 4, 9, 10, 12, Gee f 230, 944 | 
Colorado (P ne . 79 050 
Georgia (P e 3, 4, 5) i Se en 157, 241 
Nee ie cthce 118 500 
Illinois (P-1, 4) Sele Basie occ ce ieinnin’ 50 000 | 
Louisiana (P-1, 4, 7) -- Se iets ain neal 99, 375 | 
Maine (P-2) - oe one slaeiadberate 2, 750 
Michigen (P-1, : be ea eae ‘ 173, 000 
New Janey (PLE. 5, 6). : 5 a ad ak | 54.050 | 
New York (P-8) Sieie Hinsdale Gal aakas cia ioe 25, 750 
North Carolina (P- 1)_- ; Petia Sa a 34, 250 | 
Ohio (P-1, 2, 3, 4) take ea : ae - 139. 820 
Oklahoma (P TE i eae adaake 133, 900 
Oregon (P-7) ae | 12. 500 
Pennsylvania (P- 1, 3, 4, 5, 6, 7, 10, 13, 17. a 172 609 | 
Tennessee (P-3, 7, 8)... fork anid tesdiciataes 172, 945 | 


| G9 pat et om ee et AD ND te 


Bl ea ee Wee RE We Oe 


16 States and 1 Territory , 738, 159 | 


1 New York P-9 for same area as New York P-8 listed in IIT. 


Senator Sparkman. At the time Mr. Robbins from Americans for 
Democratic Action testified, he had intended to submit a letter from 
Senator Lehman to the chairman of the full committee. It will go 
in the record at this point. Mr. Robbins testimony appears on page 
321. 

(The letter referred to follows :) 


NEW YorK, N.Y., January 23, 1959. 
Senator J. W. FULBRIGHT, 
Chairman, Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR FULBRIGHT: My deep and long-standing interest in the subject 
of housing and urban renewal prompts me to write to express to you and my 
other friends on the Banking and Currency Committee a hope that you will report 
out a bill that will take us a truly substantial step forward toward the realiza- 
tion of the goals which the Congress set a decade ago in the Housing Act of 
1949. 

I feel that the 86th Congress, with its recent mandate for constructive and 
progressive action, offers a prime opportunity to advance toward those goals. 
To fail to utilize this opportunity would be, in my judgment, a disregard of the 
public mandate delivered last November. 

Since 1949, many surveys of the housing situation have shown that we should 
be building at least 2,000,000 new dwellings each year in order to provide “a 
decent, safe and sanitary home for every American family.” Year by year, a8 
old housing deteriorates, as slums are cleared, as the population grows, we seem 
to get farther from these goals instead of nearer to them. Since the war, the 
annual rate of home building has never reached even three-fourths of the re- 
quired 2,000,000. Of the 800,000 low-rent public housing units specified and au- 
thorized in the Housing Act of 1949, less than half have been built. Urban re 
newal, which promised so much for the rehabilitation of our cities, has been 
seriously retarded by the limitations of Federal programs. 

I know there are those who say that we cannot afford to push ahead on those 
fronts because it will unbalance the budget. In my view, there is no better in- 
vestment in the wealth and future of the United States than an investment in 
housing and the reclamation of our cities which will pay rich dividends, both 
tangible and intangible, for years to come. Moreover, it is my opinion that sus- 
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tained program of home building would be one of the most valuable contributions 
the Government could make to sustain economic growth and high level employ- 
ment, thus providing the revenues by which the Government can finance these 
outlays. 

I know that these are facts well known to you and members of the committee. 
My justification for repeating them is to express what I believe is the hope of 
millions of people that you will take this opportunity for a vigorous new start 
toward the realization of these goals. 

I am asking my long-time friend, Mr. Ira S. Robbins, a true expert in the 
field of housing, to communicate these views to you when he testifies on behalf 
of Americans for Democratic Action. I commend his knowledge and thorough 
understanding of housing to you. 

With best wishes to you and the members of the committee. 

Sincerely yours, 


HERBERT H. LEHMAN. 
Senator SparKMAN. I submit for the record several statements and 
some telegrams. 
(The statements and telegrams referred to follow :) 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES 


The Chamber of Commerce of the United States believes that the best solu- 
tion to urban problems lies in local initiative and a gradual reduction in Fed- 
eral participation. 

Specifically, the national chamber recommends the following program: 

1. Reduce Federal aid gradually according to a plan which would even- 
tually “phase out” the proportion of the Federal share of grants and re- 
duce the level of Federal expenditures. 

2. Let the communities understand that urban problems are the respon- 
sibilities of the governments in the localities. And let the Congress and 
the executive branch of the Federal Government give only moral leadership 
to stimulate solutions to urban problems. 

3. Communities, in response to this gradual shift of Federal policy, would 
accept local responsibility for urban development and take a course of ac- 
tion which would include the following: 

(a) Community leaders would initiate a community analysis of the 
economic-social-political forces involved in urban problems. 

(b) Community leaders would develop local policies to guide and 
implement comprehensive planning for public and private physical de- 
velopment of their urban areas. 

(c) Community leaders would devise and promote a balanced pro- 
gram of urban development. This program would comprehend in- 
dustrial, commercial, housing, transportation, and community facilities 
development and renewal activities—all the interworking factors of 
community growth and change. 

(d@) Community leaders would initiate a program for the moderniza- 
tion of local government. The consolidation of government jurisdic- 
tions ; the cooperation of jurisdictions and the improvement of local gov- 
ernment financing and administrative functioning would be appro- 
priately improved. 

' This approach—local responsibility for urban development—can succeed. It 
is succeeding in those communities which are making progress in solving urban 
problems without Federal aid. ‘ 

A substantial contribution could be made by this committee through initiating 
Studies to examine appropriate Federal and State tax reforms to the end that 
the Federal revenues now collected and applied to Federal aids for urban de- 
velopment could be channeled by State and local taxation to the State and local 
governments, thus permitting these governments to effectively handle public par- 
ticipation in urban development. 

Such studies might lead to reducing Federal spending, adding to the efficiency 
of local action in solving urban problems, and making stronger the role of the 
community in our federated system of government. 

Many bills before this committee would raise Federal spending to a level 


above amounts which can be fitted into a balanced budget as recommended by 
President Eisenhower. 


35482—59-—__48 
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After studying these bills, the chamber suggests that your committee consider 
(1) their effect on inflation, (2) the trend in Federal intervention, and (3) their 
probable impact on incentives to local action. 

As for inflation, the chamber does not contend that any single proposal in 
the bills, by itself, would produce a Federal deficit. 

But authorizations and appropriations to spend which contemplate deficit 
financing contribute to inflationary pressures which substantially detract from 
the values of the programs as positive contributors to the improvement of 
housing and urban development. 

S. 57, S. 1938, and S. 194 would run spending for urban development far 
beyond revenues which are estimated to be available for Federal spending. 

S. 612 makes the most responsible proposals for the conduct of the Federal 
urban renewal program because it fits into the balanced budget concept. 

In the matter of the trend of Federal aid programs for urban renewal, the 
proposals in S. 57 and S. 193 clearly contemplate an expansion of Federal actiy- 
ities to a degree which moves toward the elimination of independent local 
government. 

We do not say that any one proposed program, which would be initiated or 
expanded by the bills before the committee, would conclusively put the Federal 
Government into a role of central control over State and local governments. But 
the composite effect of the proposals moves against the principles which are basic 
to the best way of life for America 

A significant principle is that the Central Government should be limited in 
its activities, its spending and its power over people. The Central Govern- 

ment should especially be limited in any activities which can be properly 
handled by the State and local governments. 

We have only to project the trend of Federal aid funds as a proportion of 
the Federal budget and the trend of Federal aid funds as a proportion of State 
and local government revenues, to have a measure of the substantial movement 
of the Federal Government into activities of urban development which properly 
should be the responsibilities of the State and local governments. 

Over the past 8 years the proportion of Federal expenditures going to State 
and local governments has been approximately 5 percent. 

Over the same period, the proportion of State and local revenues received 
through aids from the Federal Government was about 8 percent. 

The proposals in 8. 57 and 8. 198 would substantially increase the proportion 
of Federal funds expended for aids to State and local governments and con- 
tinue the shift of responsibilities for urban development from the State and 
local governments to the Federal Government. 

In the matter of incentives to local action on urban development problems, 
these proposals to enlarge Federal programs and to expand Federal spending 
are beginning to create a negative effect. 

Commrnity leaders are given the hope and the promise that the solutions ti 
downtown redevelopment and industrial redevelopment as well as the redevelop- 
ment of housing areas can be properly and completely accomplished through 
Federal aids. 

Community leaders in all the 17,189 communities of the Nation can logically 
reason that they are paying a share of the Federal taxes which make Federal 
aids possible and, therefore, should, in good conscience, apply for the Federal 
aid funds made legal and available through these programs. 

There can be little doubt that this process of “getting our share” would soon 
neutralize any benefits from quicker action through Federal aid programs. 

After the cost of Federal tax collection and the cost of administrative distri- 
bution, it is doubtful that the communities would receive any net benefit. 

The effect of the trend is to shift the leadership responsibility away from the 
130,000 elected officials of State and local governments, and away from the able 
volunteer leadership in thousands of the Nation’s communities. 

The leadership then is drawn to Congress and to the Federal agencies which 
administer the programs. 

This process, encouraged by S. 57 and S. 193, tends to substitnte Federal dollar 
leadership as the primary incentive for community development and to reject 
volunteer community leadership which is of far greater importance in getting 
things done at the community level. 

We have reviewed the general arguments used to ivstifv evnending the 
Federal aids for urban renewal and other programs in the hearings before this 
committee in the last session of Congress. 
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The chief argunents for an expanded Federal program are the alleged inea- 
pacities of local governments to raise more funds for financing community 
facilities and renewal activities. 

A second point, repeatedly made, is that the Federal Government is the only 
level of government with sufficiently large revenues from which community 
facilities and urban renewal could be financed. 

These arguments, in our opinion, are not adequate justification for the expan- 
sion of the Federal programs in urban development as proposed by S. 57 and 
S. 193. 

These arguments, logically can only justify an arrangement for temporary 
Federal aid to State and local governments. 

To regard them as adequate justification for Federal aid programs which 
are to be continued indetinitely and expanded to multibillion-dollar annual 
expenditures, is to be led to the conclusion that State and local governments are 
unable to govern. 

We recommend to the committee an analysis of a different and more positive 
and more practical approach to the solutions of urban problems than those 
approaches contemplated by the proposals in S. 57 and 8. 193. 

Even if the dangers of inflation, the dangers to our system of government 
from extending Federal activities, and the dangers of declining incentives to 
community leaders to take action, were not of fundamental significance in the 
proposals before this committee, the dependence upon the action stemming from 
the provisions in 8. 57 and 8S. 193 would still constitute only the second best 
solution for meeting the problems of urban growth and change. 

Within the general framework of the foregoing comments and recommenda- 
tions, the national chamber makes these recommendations : 

1. We ask the committee to approve the provision in section 305(a) of S. 612 
for appropriation of $250 million for urban renewal for fiscal 1960 and the gen- 
eral intent of this proposal that the program will be reduced over a period of 
6 years. 

2. We ask the committee to reject the proposals for expanded public housing 
as provided in 8. 193. 


3. We support the proposal in section 3, section 401(d) of S. 65, to authorize 
a continuation of the college housing loan program. We urge the committee to 
require interest rates which cover all costs to the Federal Government. 

4. We ask the committee to reject any expansion of the community facilities 
loan program. 

5. We support the proposal in 8. 612 which would require flexible interest 
rates for Veterans’ Administration guaranteed mortgages. 


STATEMENT OF WALTER C. NELSON, PRESIDENT, MORTGAGE BANKERS ASSOCIATION 
OF AMERICA 


As president of the Mortgage Bankers Association of America I wish to thank 
you for the opportunity of submitting this statement with reference to 8S. 57 
and the other bills now before your committee. 

Almost without exception, on previous occasions when proposed housing leg- 
islation has been before your committee, a representative of this association has 
appeared on behalf of the membership to discuss with the committee our own 
beliefs and concerns as to the proposed measures. Our testimony has been of- 
fered after due consideration by our legislative committee and the approval of 
the association’s board of governors. 

It is with regret that I believe we should note for the record our belief that 
the time between the introduction of the bills now before the committee and 
the calling of hearings has not been sufficient to permit adequate study of the 
mass of legislation involved, and also that the time allocable to witnesses within 
the short period encompassed by the hearings would not have been sufficient to 
permit even superficial comment upon the numerous features embodied in these 
bills, even if the time had been available to prepare them. 

We do not believe that the manner in which legislation involving so many 
issues of high policy, so wide a range of social and economic interests, and so 
larve a commitment of public funds, is being rushed in its consideration is in 
the best interests of any segment of our industry or the public it serves, esneci- 
ally since we do not believe that there is any occasion for this precipitous action. 
The few matters of immediacy—the increase in the FHA insurance authorization 
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and the extension of other programs where the exhaustion of funds is imminent— 
could be handled separately along the lines of S. 65, as introduced by Senator 
Capehart. Moreover, the argument that the consideration given the legislation 
last year makes a careful review unnecessary this year does not seem a valid 
one to us. While the present legislation is in many details similar to that of 
a year ago, the economic conditions upon which it would have an impact are 
quite different. For this reason alone, a thorough reconsideration is imperative, 

For example, your committee during the past summer and fall very approriately 
embarked uon the most comprehensive survey of problems in our industry that 
has been undertzken in many years. The resulting papers and monographs rep- 
resenting a great variety of viewpoints and suggestions have only recently been 
assembled, published and made available to us for study in your report dated 
December 22, 1958, and titled “Study of Mortgage Credit.’’” We believe this 
work the committee undertook was most commendatory and offers much promise, 
It wes cur understanding that during the winter the committee would use these 
studies as the basis for comprehensive hearings and discussions and that legis- 
lation would be submitted to the Senate only after the full import of the studies 
couid be assessed and analyzed. Of what real use will be all the thought and 
energy which the preparation of these papers represents if this year’s major 
housing legislation precedes rather than follows their study and analysis? 

We also respectfully again raise the question of the desirability of this form 
of legislation. Legislation that seeks to accommodate so many interests also 
creates a tendency toward unfortunate compromise among those interests, so that 
for the sake of obtaining a little that is wanted, much that is impalatable or 
dangerous may be accepted. The views expressed on this by Senator Bush during 
the debate on this legislation last summer are in such complete agreement with 
our. own that we wish to recall them to you. On that occasion, Senator Bush 
said: 

“* * * T object very strongly to the omnibus bill technique. There are in 
the hill seven different titles. There is the FHA insurance program, which is 
a big problem in itself. There is the program for housing for the elderly, which 
is important, but is not related to the main subject, and should be considered 
in a bill by itself. There is also in the bill a title on urban renewal, which I 
believe is worthy of a special bill and consideration on its own merits. There is 
also contained in the bill a title on the low-rent housing program. The comments 
I have just made apply to that program. There is a title in the bill on the armed 
services housing program. Then there is a miscellaneous title applying to 
Federal National Mortgage Association, farm housing research, surveys of public 
works planning, and so forth. 

“TI make the plea that the committee next year not adopt the technique of an 
omnibus bill, but consider by titles separate bills, so they may receive separately 
the consideration which they so well deserve.” 

We believe that the present situation is one in which Senator Bush’s sound 
advice should be followed and that each of the several and diverse subjects 
now before you be carefully considered on their own merits, apart from depend- 
ence upon any other. 

Beyond these considerations, we are of the opinion that much of the legis- 
lation, including many of the provisions of S. 57—and more especially of S. 193, 
S. 194, and S. 195—miss the point of what is required to promote and maintain 
a high level of housing production in a free society. What is needed is not 
more varieties of mortgage insurance, more Treasury support of the housing 
market, or more kinds of Government-backed financial institutions. What is 
needed is more freedom for the flow and application of private credit. 

To our minds, S. 612 is directed more clearly in the right direction than 
are the other bills I have just mentioned. We strongly endorse its proposal 
to remove the limits on the amount of mortgage insurance that may be written 
by the Federal Housing Administration. We do not believe there is occasion for 
the year-to-year (and sometimes twice a year) review and extension of the 
insurance authorization. The safety of the operation is not involved, as is 
testified by the fact that Congress has never refused to increase the authoriza- 
tion; but the continuity and confidence with which housing operations may be 
conducted is very much involved. Twice within the last 12 months activity 
has been disrupted by lapsing authority. At the present time, the size of the 
spring homebuilding crop is imperiled by this cause. 

Related to this situation, but not referred to in any of the bills, is the addi- 
tional source of disruption to FHA activity that is created by the rigidity of the 
control placed upon the use for administrative purposes of the funds obtaimed 
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from fees and charges and premium income. Section 2 of the National Housing 
Act provides for a reasonable leeway in the a yailability of funds for meeting 
the unpredictable changes in the volume of activity with which FHA must 
cope. This provision, however, has been nullified by subsequent legislation 
sponsored by the Appropriations Committees. Since FHA is a business opera- 
tion requiring the flexibility in meeting contingencies that a business operation 
must have, and since no Government funds are involved, we strongly urge that 
the original provision referred be effectively reasserted. 

Exceeding these sources of instability in the seriousness of its impact is the 
rigid control placed upon mortgage interest rates. The deleterious results 
of interest rate control have been fully described in papers recently prepared 
for your committee by Miles L. Colean, Saul Klaman, and James O'Leary. 
§, 612 calls for the introduction of greater flexibility at many points of the 
interest rate structure. While we commend the purpose of these provisions, 
we do not believe they go far enough. Administration discretion that is not 
exercised in the plain view of its necessity, as is presently the case with mort- 
gages insured under section 203 of the National Housing Act, fails of its 
purpose. 

In respect to the operations of the Federal National Mortgage Association, 
the position of this Association is set forth in its policy statement, which you 
were kind enough to incorporate in last year’s testimony and which will be 
found on page 774 of the published hearings. We wish only to say here, that, 
if the private mortgage credit system were allowed to operate freely, we believe 
that, with the interim mortgage warehousing facilities of the commercial banks, 
on the one hand, the permanent investing facilities of our savings institutions 
on the other, there should be little need for a Government secondary market 
facility. What need there might be for such a facility could readily be served 
through the secondary market function of FNMA as provided in the Housing 
Act of 1954. We do not consider that this instrumentality should be used as a 
means for making Treasury money available to the home-loan market as was 
the case last year, or for providing public funds at less than market rates of 
interest for certain specialized mortgage operations as is now again contem- 
plated in 8. 57. 

For the same reasons, we oppose at this time the creation of any new mort- 
gage credit instrumentality such as is contemplated by S. 193 or has been pro- 
posed in other testimony before your committee. All such plans assume that 
there is some real source of funds beyond what can be provided by the savings 
of the people and some way either of coercing the flow of savings into designated 
investment channels or of otherwise rationing the distribution of investment 
funds outside the means provided by a free market subject only to the universal 
application of monetary policy. We are convinced that all such assumptions 
are illusory and that these attempts to escape from or to displace the forces of 
the market lead inevitably to a reliance on an inflationary expansion of bank 
credit and from that to an increase in housing costs that in the end defeats the 
whole purpose of the legislation. We have seen this happen during the early 
postwar period. We are threatened with it again. We think it should be 
avoided, if we are to maintain the objective of a continuous broadening of the 
housing market and a continuous enlargement and improvement of the housing 
supply. Certainly, before new and costly instrumentalities are created, it 
would seem wise, first, to test the effectiveness of existing institutions operating 
with freedom from the artificial and disruptive restraints that have been imposed 
upon them. 

As I have said, it has been impossible within the time available to give ade- 
quate study to the enormous scope of the contemplated legislation. However, 
our statement of policy earlier referred to does set forth in general terms our 
considered views about many of the matters in question. 


NATIONAL ASSOCIATION OF MUTUAL SAVINGS BANKS, 
New York, N.Y., January 26, 1959. 
Hon. J. WILLIAM FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, Washington, D.C. 


Dear Mr. CHAIRMAN: As chairman of the committee on mortgage investments, 
National Association of Mutual Savings Banks, I respectfully request that this 
statement be included in the record of the hearings presently being held by your 
committee on proposed housing legislation. 
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The national association has 511 member mutual savings banks chartered 
under State law and located in 17 States. As of November 29, 1958, all mutual 
savings banks had over $37.5 billion in assets and $33.6 billion in deposits. At 
that time mortgage holdings of mutual savings banks equaled $22.9 billion, repre. 
senting 61 percent of total assets. These mortgages represent investments in al] 
States and some Territories. 

The views of the national association on the subject of Federal housing legis. 
lation were filed for the record on May 20, 1958, in connection with bills then 
before your committee similar to those now being considered by your committee, 

In view of this similarity, the national association maintains the position it 
adopted at that time. 

Without matching the comments with specific bills, we present the genera] 
views of the national association on Federal housing legislation as set forth in 
the enclosed statement approved by its board of directors at its midyear meeting 
on December 1, 1958. 

As a general comment, I might state that in view of the improvement in overall 
economic conditions and the sustained volume of housing starts since May 1958, 
there is now less justification for liberalized mortgage terms for residential 
housing than there was in mid-1958. 

We appreciate the opportunity to present these remarks for the record. 

Sincerely, 
Harry HELp, 
Chairman, Committee on Mortgage Investments. 


STATEMENT OF THE NATIONAL ASSOCIATION OF MuTUAL Savines BANKS 


Our association urges separate consideration by the Congress of the various 
components of housing legislation. While there may be advantages in an omni- 
bus bill in other fields, several disadvantages arise from the technique of han- 
dling housing legislation in an omnibus bill. 

First, there is the lack of opportunity on the part of congressional Comunittee 
members to give thorough thought to all segments of the bill. Discussion tends 
to center around a few controversial items, while the rest of the bill is enacted 
into law without the attention it would get were it handled as separate legisla- 
tion. 

Secondly, once an omnibus approach has been decided upon the opportunity for 
the congressional committee really to hear testimony is circumscribed. Due to 
the variety of topics attempted to be covered in a single bill, the total time al- 
lotted for taking oral testimony is more apt to be limited. Consequently, the 
time of each witness is likely to be cut below that desirable for full considera- 
tion of the appropriate legislative solution to the problems under discussion. 

So much for form. As for substance, the national association supports the 
following policy with respect to mortgage and housing matters: 

1. Continuing effort to secure congressional approval of a free interest 
rate on FHA and VA mortgages; 

2. Limiting public housing production to the needs of the lower income 
group: 

3. Limiting direct Government lending in the secondary market to— 

(a) Areas of scarcity of mortgage funds, and 
(b) Providing liquidity in the mortgage market ; 

4. Elimination of so-called special purpose programs at low interest rates 
to special segments of the population on a discriminatory basis; 

5. No further liberalization of terms on federally underwritten mortgages: 

6. Active participation by all member banks in rehabilitation and reno- 
vation of slum areas in their communities, and in planning and financing 
urban redevelopment : 

7. Active opposition to further expansion of direct Government lending 
in the housing field through FNMA or otherwise: 

8. Cooperation with other trade associations in mutually beneficial efforts 
to improve operation of the free enterprise mortgage market in the public 
interest. 

Three of these items deserve added mention at this time. The association vigor- 
ously urges more flexibility in FHA and VA interest rates. When fluid market 
rates of interest rise above static rates set by statute, investment funds are 
naturally attracted to the investment opportunity producing the higher yield at an 
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acceptable risk. Yet some legislators cling to the wishful thought that by keep- 
ing a statutory limit on the interest rates for Government insured or guaranteed 
mortgages, they compel lenders to advance funds at not exceeding the statutory 
rate. Our best counter argument to this line is to be constantly prepared to 
justify as reasonable under market conditions the rate of interest we ask for 
mortgage loans, and to do our best to avoid any sudden cutoff of funds flowing 
into mortgage investment. 

Along this line the association will actively espouse continuation of the 
yoluntary home mortgage credit program as an adjunct to private financing 
of homeownership. This program plays a valuable role in uncovering a source 
of mortgage funds from private lending institutions. Every mortgage placed 
through this channel to that extent removes the pressure for further direct 
government aid in home financing. 

The association also opposes any undue enlargement of special function 
financing by the Federal National Mortgage Association, even though it condones 
the infusion of Federal funds into the secondary market in mortgage money 
swarcity areas and as a means of restoring liquidity to a parched mortgage 
market. Funds for special function financing come directly from the Govern- 
ment, hot from proceeds of obligations floated in the private market by I-NMA, 
This technique tends to retard the mutualization of Fannie Mae decreed by 
statute several years ago. It is only one short step removed from direct govern- 
ment lending, as long as FNMA continues to make advance Commitments to 
purchase mortgages under its special functions program. 


STATEMENT OF NATIONAL RETAIL LUMBER DEALERS ASSOCIATION 


Mr. Chairman and members of the committee, my name is John H. Else and 
Iam legislative counsel for the National Retail Lumber Dealers Association, with 
headquarters in Washington, D.C. 

As builders and as suppliers of most of the lumber and building materials for 
new home construction and for home improvements, the retail lumber and 
building material dealers are extremely interested in seeing that there is an 
adequate supply of new and reconditioned homes to meet the needs of our 
citizens. 

It is hoped that the following recommendations will be helpful to the com- 
mittee in the consideration of the housing bills now before the committee. 


PROPERTY IMPROVEMENT LOANS 


Section 101 of S. 57, introduced by Senator Sparkman, would extend the 
title I property improvement loan program one year beyond the present expira- 
tion date of September 30, 1959. 

The title I program has proven to be an excellent weapon in fighting slums 
and neighborhood decay. It provides an excellent method of financing major 
home improvements within the framework of private enterprise at no cost 
to the taxpayers. 

Because this program has proven its usefulness to homeowners everywhere, 
We believe it should be made a permanent part of the National Housing Act, as 
proposed in S. 612. 

To extend the act for 1 year creates uncertainty as to the future of this 
excellent program. 

If the Congress deems it inadvisable to place the program on a permanent 
hasis, the program should be extended for a minimum of 5 years. 


MORTGAGE CEILINGS FOR SALES HOUSING 


S. 57 would increase the maximum mortgage amount which may be insured by 
FHA on sales housing to $22,500 on one-family dwellings ; $25,000 on two-family 
dwellings; and to $30,00 on three-family dwellings. It would also increase the 
maximum mortgage under section 203 (i). 

S. 612, the administration housing bill would increase the mortgage ceilings to 
$25,000 for one- and two-family dwellings, and the present ceiling on three- and 
four-family dwellings would remain the same. 

Construction costs have increased a great deal since the Congress provided 
for the present mortgage ceilings. 
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An increase as proposed in 8. 612 would recognize the increase in costs of cop. 
struction and would make the FHA mortgage insurance program available to 
many who are presently barred because of existing limitations. 

The increase in the maximum mortgage under section 203(i) as proposed in 
S. 57 would also be a desirable amendment recognizing increased costs of cop. 
struction. Fi 


TRADE-IN HOUSE PROGRAM 


8. 57 and 8. 612 would amend the present laws to make the trade-in house pro- 
gram more effective by providing that a nonoccupant owner of existing housing 
may receive the same maximum mortgage amount as the owner-occupant, with 
the requirement that the nonoccupant owner must place in escrow 15 percent of 
the outstanding principal mortgage amount until such time as he sells the house 
to an owner-occupant. 

Much of the expense of closing would be eliminated by the proposed amend- 
ment. 

We believe this is a desirable amendment and that it should be approved. 


GENERAL MORTGAGE INSURANCE AUTHORIZATION 







S. 57 (sec. 107) provides for an increase in FHA’s general mortgage insurance 
authorization of $4 billion for each of the fiscal years 1959 and 1960. 

The administration, in S. 65, introduced by Senator Capehart, is asking for 
emergency legislation to provide additional authorization for FHA and seme 
other programs, so that they can continue in business for the remainder of the 
present fiscal year. 

Although this commitee is exerting every effort to gain early approval of gen- 
eral housing legislation, it is difficult to see why the emergency authorization 
requested by FHA cannot be approved separately, thereby giving the Congress 
time to assure adequate study of the general housing bill in which there area 
number of controversial proposals which might delay passage of the bill. 

We, therefore, urge early approval of the emergency bill, S. 65, by this com- 
mittee. 































INCREASE 





OF INTEREST RATES FOR RENTAL HOUSING AND FOR COOPERATIVE HOUSING 





S. 612 would permit an increase in interest rates under the section 207 (rental) 
housing program of FHA from 4% to 5% percent. 

We believe this increase would tend to eliminate discounts presently found in 
these mortgages, and would make such project mortgages more acceptable by 
private industries. 

The same is true concerning cooperative housing under section 213 of the 
National Housing Act. 








HOUSING IN URBAN RENEWAL AREAS AND RELOCATION HOUSING 

















The changes in section 220, housing in urban renewal areas, as provided in §. 
> 


612 increasing the maximum mortgage amounts for such housing, would place 
section 220 housing on the same basis as other FHA programs. This appears to 
be a desirable change and should be approved. 

The changes proposed in S. 612 for section 221, relocation housing, increasing 
the maximum limits in high cost areas, is also a desirable proposal and should 
be approved. These changes should provide a greater incentive for housing 
under this program, 













DIRECT LOANS FOR RELOCATION HOUSING 





This proposal contained in S. 193, introduced by Senator Clark, would place 
in HHFA a new $250 million direct loan program for relocation housing. 

Under this proposal, private nonprofit corporations could receive loans equal 
to 98 percent of the cost of housing for displaced persons. 

The maximum maturity of the loans would be fifty years and the interest 
rate could not exceed the higher of either 234 percent or a rate 0.25 percent above 
the average rate on the Federal debt. 

We oppose such a direct loan program because the relocation of displaced 
persons can be handled under existing programs within the framework of private 
business. 

We do not believe that a need for a new direct loan program has beel 
demonstrated. 












Both §. 
purchaset 
approval 

S. 57 Ww 
functions 

Such p 
compete | 

We urs 


S. 57 
We serio 
If the 
on VA g' 
there WoO 
We be 
rate of I 


Act. 


The \ 
§. 57, it ' 
Since 
have be« 
This 
GovernD 
larger t 
We be 

The b 
approve 
to lende 


There 
housing 
supervi 

It ap} 
income 
low-cos'! 

Wea 
commit 


The : 
newal, 
The | 
million 
Othe 
author’ 
Alth 
tionab] 
take m 
of the 
no ben 
The 
is part 


S. 1! 
clude | 
This 
obtain 
Loa! 
housir 


HOUSING ACT OF 1959 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Both S. 57 and S. 612 provide for an increase in the dollar limit for mortgages 
purchased under the secondary market operations of FNMA. We urge the 
approval of this proposal. ; 

S.57 would require FNMA to purchase mortgages under its special assistance 
functions at par for the next 2 years. 

Such par purchases make it practically impossible for private investors to 
compete in the purchase of such mortgages with FNMA. 

We urge the Congress to reject this proposal. 


VA DIRECT LOANS 


§. 57 would provide an additional $300 million for VA direct home loans. 
We seriously question the need for this large authorization for direct loans. 

If the Congress will take a realistic approach to the matter of interest rates 
on VA guaranteed loans to make such loans more attractive to private lenders, 
there would be little or no need for the direct loan program. 

We believe the VA interest rate should be made similar to the more flexible 
rate of FHA, within certain limits as presently existing in the National Housing 
Act. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


The VHMC program would, under S. 612, be extended for 2 years. Under 
§. 57, it would be continued for 1 year. 

Since the inception of this program in 1955, over 35,000 FHA and VA loans 
have been placed with private lenders. 

This program has helped home buyers in smaller communities to obtain 
Government guaranteed and insured home loans which were available only in 
larger towns prior to VHMCP. 

We believe that this program should be continued for a minimum of 2 years. 

The business of VHMCP would be considerably increased if Congress would 
approve an increase in VA interest rates, making such loans more attractive 
to lenders. 

LOW COST PUBLIC HOUSING 


There are legislative proposals before this committee to greatly expand public 
housing and give local housing agencies more control over income limits and the 
supervision of such housing. 

It appears that sponsors of this legislation are attempting to create a middle- 
income housing program through the expansion and liberalization of the existing 
low-cost public housing program. 

We are vigorously opposed to such proposals and urge their rejection by this 
committee. 

URBAN RENEWAL 


The administration proposes a 6-year program of capital grants for urban re- 
newal, with a gradual reduction of the Federal contribution over this period. 

The Federal share would be $250 million a year for the first 3 years and $200 
million for the next 3 years. 

Other bills before your committee would greatly expand the capital grant 
authority of the Government for urban renewal in the years ahead. 

Although urban renewal and the elimination of slums in our cities is unques- 
tionably desirable, we subscribe to the proposal to require local communities to 
take more responsibility in the attack on city blight and to lighten the burden 
of the Federal Government and the taxpayers generally, millions of whom receive 
no benefit from such programs. 

The proposal to gradually reduce the Federal contribution for urban renewal 
is particularly timely when it is so important to hold down Federal expenditures, 


COLLEGE HOUSING 


S. 194 (Senator Clark) would expand the college housing loan program to in- 
clude loans for classrooms, laboratories, and related facilities. 

This proposal goes far beyond the original intent of Congress to aid colleges in 
obtaining adequate housing. 

Loans for nonhousing construction as proposed in S. 194 have no place in a 
housing program and should be considered as a separate program on its own 





754 HOUSING ACT OF 1959 


merits by the proper committees of Congress. The same objection applies to q 
similar provision in S. 57. 

I am sure we need not remind this committee that the homebuilding industry 
is not a “sick” industry. ; 

Homebuilding will continue to be an important part of the economy in the 
years to come if there is an adequate supply of funds available for home 
financing. 

It will do little good for the Congress to liberalize the downpayment require- 
ments of insured mortgages and at the same time permit unrealistic interest rate 
ceilings on VA guaranteed mortgages to remain in effect. 

Greater flexibility in the interest rate for VA guaranteed mortgages will reduce 
the demand for more direct loans for home mortgages and will make the loan 
guarantee program availadle to more veterans. 


STATEMENT OF ARTHUR J. PACKARD, AMERICAN HOTEL ASSOCIATION 


Mr. Chairman and Gentlemen, I am Arthur J. Packard, president of the 
Packard Hotels Co., operating a chain of hotels in the State of Ohio. I have the 
honor to be serving as chairman of the governmental affairs committee of the 
American Hotel Association, and thus speak for the hovel industry. 

We have studied your bill, Mr. Chairman, the Capehart bill, and other Senate 
bills which are pending before your committee. 
the problem with which you are wrestling. 

The hotel industry shall always be grateful to your committee for having 
enacted in 1954, as an amendment to the Housing Act, section 513, which 
provides that housing facilities, for which mortgages have been insured by the 
Federal Housing Administration, shall not be privileged to rent transiently, 
in competition with hotels. Since hotels are not eligible for mortgage insurance, 
under the FHA, it is only fair that this type of safeguard should have been 
established. Also, the entire Federal housing program, as we understand it, 
haus been geared to the provision of permanent housing. In no instance known 
to us, have you favored the construction of so-called transient housing. May 
we respectiully call to your attention, however, the fact that 5 years have 
passed, since you wrote this provision into the 1954 act, and we are still await- 
ing relief under that provision. Long and costly litigation has delayed the 
day when federally financed apartment buildings are compelled to terminate 
their practice of providing overnight lodging, and providing hotel services, in 
contravention of the 1954 act. 

Because of the fact that inequities, arising from the Housing Act, are s0 
difficult to eradicate, we do feel that your committee should be doubly diligent 
in using every possible safeguard to prevent the construction of housing facil- 
ities beyond the saturation point in any community in America. Overbuilding 
of individual homes, defense housing, or apartment buildings, might easily 
result in substantial damage to real estate values, and resulting financial: loss 
to property owners. I am sure that your committee will exercise all due dili- 
gence in preventing excessive construction, which would result in unoccupied 
residential properties in many cities and towns. 

We congratulate your committee, and the Congress, in having established 
the so-called program involving housing for the elderly. We are proud to re- 
port to you that there is a rather long list of hotels which have successfully 
converted to this type of operation. A few of them have qualified for mortgage 
insurance under the FHA, but the majority have been privately financed. 

The increase in the lifespan of the American people, coupled with the in- 
creased security which our senior citizens enjoy today, makes possible a buy- 
ing power on the part of those elderly persons beyond anything we have ever 
seen. It is a fine Christian, as well as a desirable sociological development, 
for the Government and business to work together to provide pleasant living 
conditions for these people. We appreciate the fact that the Housing Act, 
as now constituted, permits construction of new buildings, or the rehabilita- 
tion of existing structures, to accommodate these elderly folks. We hope 
earnestly that the act will not be modified in any way which will prevent exist- 
ing properties from qualifying for conversion into housing for the elderly. 
The hotel industry pledges its cooperation in studies of safety, structural de- 
sign and comfort, and to work with the FHA in developing a pattern of archi- 
tectural requirements or standards which new or rehabilitated housing must 
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meet in order to serve the needs of those who would establish residence in 
these properties. 

We have only one major plea to lodge with your committee today, in con- 
nection With your current hearings. We are deeply disturbed over the pos- 
sibility that unneeded hotels might be constructed in some of our cities, under 
the urban renewal program, involving section 220 of the Housing Act. Under 
this program, the Federal Government assists interested communities in the 
purchase of a right-of-way upon which new community facilities are to be con- 
structed. It is true that these new structures are financed either by a city bond 
issue or by private parties. So the Federal Government might well contend that 
it has no obligation to supervise the type of development included in such a 
program. llowever, we would like to raise one question. 

Section 5138 of the Housing Act prohibits transient rentals, and limits the 
Government's participation in housing programs to the provision of permanent 
living aecommodations. But, we know of a number of cities where urban rede- 
velopment projects are currently under consideration, which involve the con- 
struction of a new hotel as one of the facilities to be included in the overall 
program. 

May we give you an example. In the city of Baltimore, for instance, where 
an urban redevelopment project is being promoted, an S800-room transient hotel, 
costing $11,800,000, is included. For the 11-month period ending November 30, 
1958, the present hotels in Baltimore showed an average occupancy of 67.8 per- 
cent. Seldom is a hotel, no matter how well managed, able to break even with 
less than 70 percent occupancy. So it would not appear that Baltimore is today 
lacking in transient hotel facilities. However, we have no desire to stand in 
the way of needed community improvements. But we do respectfully suggest 
that any community, which seeks to finance a new hotel, either through a city 
bond issue or through private financing, should be required to have a market 
study made, by competent authorities, to ascertain whether it is likely that a new 
hotel facility could sueceed. 

There are thoroughly competent groups today, with offices in almost every 
major city, which could conduct such a survey in a brief period. As a matter 
of fact, we are told by one of these groups that such market study in Baltimore 
would cost no more than $10,000 to $15,000. We respectfully propose that before 
the Federal Government should advance a cash sum for the purchase of a site 
for an urban redevelopment project, such a study be required, if a transient 
hotel is to be ineluded. 

The Honse Banking and Currency Committee approved this proposal in 1956. 
Page 61 of House Report 2363 carries the following language : 

“Subsection (e) would amend section 110(b) of the Housing Act of 1949, as 
amended, to provide that an urban renewal plan which includes the construc- 
tion of a hotel, must contain a certification that a survey made by a recognized 
independent firm indicates that additional hotel facilities are needed in the area 
and can be built and operated profitably.” 

Incidentally, because of certain controversial features in H.R. 11742, the 
House bill, a new bill was substituted on the floor of the House, and this action 
was lost in the shuffle. 

The House committee again recognized this principle last year, on page 32 of 
House Report 2359, as follows: 

“Prohibition against transient occupancy.—Your committee wishes to call at- 
tention to previous declarations by the Congress that the basic purpose of the 
various Government-assisted housing programs is to assist sound permanent 
housing for residential use. Your committee wishes to reaffirm its intention 
that the prohibition against transient or hotel use is applicable to all housing 
programs, whether of an insurance or a loan category, authorized within the 
various programs under the Housing and Home Finance Administrator. 

“Your committee further wishes to state its intention in connection with the 
urban renewal program that communities should have competent independent 
analysis of the local supply of transient housing before permitting the inclusion 
of new hotels in redevelopment plans.” 

As an indication of the constantly declining average occupancy in transient 
hotels in the major cities of the country, we attach an exhibit revealing the 
year-by-year drop in occupancy, from 1947 to 1957, for 12 sections of the country, 
and for all other cities grouped together. An impartial analysis of this table 
will reveal that hotels are today suffering from a serious decline in business, and 
the new construction of properties is exceedingly hazardous. 
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! Hotel operations in 1957. Horwath & Horwath. 


NoTE.—1958 figures not yet available. 





STATEMENT PRESENTED IN BEHALF OF THE AMERICAN LIFE CONVENTION AND THE 
LIFE INSURANCE ASSOCIATION OF AMERICA 


This statement is being made in behalf of the American Life Convention and 
the Life Insurance Association of America. These two associations have a 
combined menbership of 279 life insurance companies which hold 98 percent of 
the assets of all life insurance companies in the United States. We welcome the 
opportunity to express our views on housing legislation now under considera- 
tion. 

The vital interest which the life insurance companies have in housing and 
mortgage matters can best be illustrated by the fact that life insurance com- 
panies have made a total of nearly $42 billion of residential loans during the 
postwar period, of which close to $12 billion were FHA mortgages, $10.4 billion 
were VA mortgages, and $19.5 were uninsured mortgages. During 1958 alone, 
almost $3.5 billion in residential mortgage loans were made by life insurance 
companies. The funds flowing from these companies into the mortgage market 
represent the savings through life insurance of 110 million people, and these 
Savings in turn have contributed much to the enormous growth of homeowner- 
ship in this country. As managers of these savings, the life insurance com- 
panies are vitally concerned with the stability of the purchasing power of the 
dollars represented by life insurance policies. We believe that a number of 
provisions in the bills before this committee have serious inflationary implica- 
tions, and our statement will be directed to them. 

Despite the recession in business activity experienced last year this country 
has seen a continuing rise in the general level of prices. During the first 10 
months of 1958 the Consumer Price Index advanced 2.1 points, or almost 2 
percent, coming on top of increases of 3.3 points in 1956 and 3.6 points in 1957. 
At the present time, the private sector of the national economy is recovering 
on a broad front while Federal expenditures have reached new highs and are 
still rising as a result of spending decisions made many months ago when the 
economy was declining. The Federal budget deficit for the current fiscal year 
threatens to exceed $12 billion. By adding to the rising trend of private ex- 
penditures, this deficit threatens further upward pressures on prices and is 
already creating grave concern and fostering an inflation psychology on the part 
of the American public. 

It is against this background that the life insurance companies would like to 
offer their views on housing legislation now being considered by this subcom- 
mittee. A general feature of many of these bills is to provide additional funds 
to the housing market to further stimulate activity in such areas as the urban 
renewal program, college housing, mortgage purchases by the Federal National 
Mortgage Association and VA direct mortgage loans. Private nonfarm housing 
starts in December 1958 had already risen to a seasonably adjusted annual rate 
of 1.430.000, the highest monthly rate of starts on record with the exception of 1 
month in 1954. In the present general economic environment, with the rate of 
housing already at high levels, we raise the question of whether a further 
stimulus to housing activity is required and whether such stimulus will not fur- 
ther aggravate existing inflationary pressures. 
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The effect of authorizing additional funds for housing under the various pro- 
grams called for in these bills will place a substantial drain upon the Treasury. 
This would make even more difficult the job of restraining inflationary pressures 
during the months ahead. The life insurance business is convinced that every 
effort should be made to avoid a further drop in the purchasing power of the 
dollar. To incur a Federal deficit in prosperous times would surely produce a 
further rise in the cost of living. 

In addition to these comments upon the broad effects of housing bills now 

ying considered, we would like to discuss specifically two provisions which 
appear in S. 57. Both of these provisions are opposed by the life insurance 
pnsiness On the grounds that they contribute to inflationary pressures by in- 
creasing Federal expenditures, and they interfere with the operation of com- 
netitive market forces and the free flow of funds in the mortgage field. 
The first of these provisions calls for the purchase at par of mortgages 
acquired by the Federal National Mortgage Association under its special assist- 
ance functions. This requirement would be extended until August 7, 1960. 
(Under the secondary market function of FNMA, mortgages are purchased at 
prices currently prevailing in the open market. Although we believe any in- 
erease in FNMA purchases is unwise, to the extent that FNMA purchases are 
made they should be at the market price. This would not place FNMA in 
unfair competition with private mortgage lenders. In contrast, the provision for 
purchase at par under the special assistance function will at times place FNMA 
in an unfair competitive position with private lenders, especially when, as at 
present, the maximum interest rate on Government-insured or guaranteed 
mortgages is fixed at a level below the current market rate. Under the pro- 
visions of the Emergency Housing Act of 1958 the special assistance function 
has now increased in scope to the point where, on a par purchase price basis, a 
substantial part of the Government-insured and guaranteed mortgages will 
automatically goto FNMA. In late 1958 the volume of undisbursed commitments 
under the FNMA special assistance functions stood at $1.5 billion. Par pur- 
chase Would place an enormous drain upon the U.S. Treasury which would lead 
to further deficit financing and add to the inflationary pressures throughout the 
economy. 

This country learned in the early postwar years that pegging the prices of 
Government securities at artificially low interest rates could be accomplished 
only by making the Federal Reserve System an engine of inflation. Similarly, 
the pegging of interest rates on VA and FHA mortgages through FNMA support 
of the market has likewise been a source of inflation in the residential housing 
field. Since 1947 the Bureau of Labor Statistics index of wholesale commodity 
prices has risen about 24 percent, whereas the Boeckh index of residential con- 
struction costs has gone up 42 percent. In all its operations FNMA should 
function in a manner which will not deprive private lending institutions of 
4 fair opportunity to meet the residential mortgage needs of the country. This 
means that the special assistance mortgages should be purchased at the going 
open market rate. We believe that the par purchase under special assistance 
functions of FNMA is an unsound step which should be rejected. 

The second provision which the life insurance business believes unwise is an 
immediate increase in the lending authority of the VA direct home loan program 
by $800 million. Once more, there is the problem that the authorization of such 
funds would require additional Treasury borrowing and an increase in the 
Federal deficit. Moreover, the direct VA loan program would serve to support 
artificially the current 4%4-percent rate which is below the competitive rates 
on other investments. If the VA interest rate were raised in line with the 
FHA rate, the voluntary home mortgage credit program has demonstrated it 
tan do a successful job of making VA and FHA credit freely available in 
remote areas and small towns. During the past 4 years private lending institu- 
ons operating under VHMCP have made over $320 million of VA and FHA 
loans in spite of the handicap of a VA rate often considerably below the open 
narket. The total volume would have greatly exceeded this amount if the 
VA rate had been competitive. We are pleased to see that S. 57 and S. 612 
call for an extension of the VHMC program. We believe that VHMCP can do 
the job of meeting the needs of borrowers in small towns and remote areas if 
the program is allowed to function within the framework of market forces. 
In this way the apparent need for direct Government lending would be eliminated. 

Instead of increased mortgage purchases by FNMA and direct VA lending, 
with all of the inflationary implications, the action which needs to be taken to 
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insure an adequate flow of private capital funds into Government-underwrittep 
mortgages is to permit the interest rates on these mortgages to move in response 
to overall demand and supply conditions in the capital markets. If this were 
done, the pressures for an increase in FNMA purchases and direct VA loans 
would disappear. 

In summary, the life insurance companies recognize the need for better 
housing and the expansion of homeownership in this country. At the same time, 
it should be recognized that it is impossible to satisfy all of our social and 
economic desires for better housing, more schools, higher consumption levels, 
and avequate military defense simultaneously. We live in an economy in which 
our economic desires typically exceed the materials and resources available 
to satisfy these desires. Housing activity is now very close to the highest level 
ever reached in this country. Facing as we do the threat of continued inflation 
and the possibility of Federal deficits which feed this inflation, we would urge 
that this committee view with caution proposed legislation which threatens a 
large Federal deficit, places an upward pressure on the price level, and forces 
housing activity to unsustainable heights. To insure an adequate flow of 
private credit for the financing of FHA and VA mortgages, the interest rate 
on these mortgages should be permitted to move in response to demand and 
supply forces in the capital markets. 


WASHINGTON, D.C., January 28, 1959, 
Hon. JoHn J. SPARKMAN, 
Chairman, Subcommittee on Housing, 
Senate Banking and Currency Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR SPARKMAN: For over 11 years now my associates and I have 
endeavored through legislative, research, and organizational activities to try 
and find a way to help business, professional, and retired single women obtain 
proper housing. 

You will remember that in 1950 we were successful in having a subsection 
inserted in the National Housing Act in behalf of single persons. Since then 
we have presented five statements to the Congress (to which you may refer) ; 
presented one statement to the two platform committees during the last presi- 
dential campaign; written eight national newsletters, and given many lectures 
and consultations. 

Attached is a recent article written specifically for and published in the 
monthly publication of the Women’s Auxiliary to the National Association of 
Home Builders. As pointed out in a recent letter to me from Representative 
Cleveland M. Bailey: “This legislation to provide adequate housing is one of 
the quickest ways in which we can initiate work so as to take up the slack 
in unemployment.” 

We believe that every Member of Congress is fully aware of this much- 
neglected and ever-growing need to properly house American women. To our 
knowledge, there is not a Member who is opposed to a workable program to 
help alleviate it. 

It is our hope and petition that the Senate Banking and Currency Sub- 
committee on Housing will help us draft a special bill in behalf of women who 
need modestly priced housing, and that greater, more forceful, and more en- 
abling recognition be given to this need in the 1959 housing legislation now 
before you. Judging from recent correspondence from Members of both Houses 
of Congress, we believe that there are close to 100 Members ready and willing 
to lend you and your committee a helping hand in the preparation and spon- 
sorship of such a bill and legislation. We will be happy to provide you with 
a list of their names. 

Sincerely yours, 
JENCY PRICE HOUSER, 
National Legislative Representative. 


THE CLARION CALL 


There is now a wide open, untapped, noncompetitive challenge in the home- 
building industry available for the “fairer sex” of the National Association 
of Home Builders to take up. 
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It was recently said that there might be an estimated 1 million new home 
starts in 1959. This estimate did not include any program for housing the 
independent woman of good credit standing, who by force of unfair circum- 
stances, must fend for herself. If it had, the figure could easily have been 
9 million—or in other words, the estimate could have been doubled. 

This tremendous growing need of housing for adult, single unattached women 
of all ages, including widows, should be considered just as challenging as the 
need for a vote for women was considered. Having the comforts and security 
of owning a home of one’s very own is, in some respects, even more important 
than the vote. The lack of housing for women is destined to be responsible, in 
the near future, of the drafting of the strongest plank in a good platform 
where equal rights plays a major role. It presents an unprecedented opportu- 
nity for women to really help other women. 

While the women’s auxiliary to the National Association of Home Builders 
is yet young, it will be most fitting and constructive if they look seriously into 
the possibility of making the business of housing women its business. It 
eould be a completely distinct and independent part of the overall national 
housing program—one that the women builders could call their own. It 
should not be evaded by our male builder counterparts, since their program is 
geared mainly to the housing of families with children. 

Nearly everyone knows one or more single women, whether relatives or 
friends, who need housing designed according to their own special needs and 
desires. A majority of them are either renting housing that was built 
specifically for occupancy by a family of two or more persons where the cost 
is beyond their means and the space is in excess of their needs—or else, for 
economy’s sake, they rent rooms in lonely rooming houses, often located on 
dark side streets—not at all what they, as loyal American citizens, deserve 
and where no real security comes about through payment for such housing. 

Now is the time for all women builders and women of the auxiliary of 
home builders to harken to this clarion call. There will likely never be a 
better opportunity in the building field where such a worthy, patriotic 
service can be rendered. 

Mrs. JENCY PRICE HOUSER, 
National Legislative Representative, Washington, D.C. 
OCTOBER 31, 1958. 


Fatt RIVER, MAss., January 27, 1959. 


Senator J. W. FULBRIGHT, 
Senate Banking and Currency Committee, 
US. Senate, Washington, D.C.: 

Please note my strong support of S. 198 now before you. As a mayor of a 
city [have a stake in the future of this Clark urban renewal bill. Blighted areas 
area menace to our future. Juvenile delinquency is bred, poverty is rampant, 
and the isms are on fertile ground when the cities are unable to cope with this 
slum menace. Let’s make it possible to have the cities meet this problem effec- 
tively under the provisions of the Clark bill. Speedy, favorable action by your 
committee is respectfully urged. 

Mayor JouHn M. ArruDaA, 
City of Fall River, Mass. 


PHILADELPHIA, PA., January 26, 1959. 
Hon. Josepn S, CLarK, 


Senate Building, Washington, D.C.: 

_The Philadelphia branch, American Federation of Labor supports your posi- 
tion on housing legislation. We urge the Banking and Currency Committee 
of the U.S. Senate to favorably report the broad comprehensive housing bill to 
fulfill pressing and varied housing needs of the country. 


NORMAN BLUMBERG, 
Business Manager, Central Labor Union, Philadelphia and Vicinity. 


Q ‘ YT > : 

Senator SparKMAN. We have reports on some of these bills we 
ire considering from the Federal Reserve and from the General Ac- 
counting Office. They will go in the record. 
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(The reports referred to follow :) 


BoaRD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM, 
Washington, January 28, 1959, 
The Honorable J. W. FuLsricut, 
Chairman, Committee on Banking and Currency, 
U.S. Senate, 
Washington, D.C. 

DeaR SENATOR FutsricuTr: This is in reply to your recent requests for the 
Board’s views on certain bills now before the Committee on Banking and Cur. 
rency, namely S. 57, 193, 194, 266, and 543. These bills contain provisions on 
one or more of the following subjects: FHA insurance programs, housing for the 
elderly and nursing homes, urban renewal, low-rent public housing, relocation 
housing for families or persons displaced by public action, Federal loans to 
colleges, armed services housing, and miscellaneous matters. 

The detailed provisions of S. 57 and S. 193 and their numerous amendments 
again pose the question of the desirability of such frequent and broad changes 
in housing policies and programs. The Board commented on this point in its 
letter dated April 2, 1958, to the Senate Committee on Banking and Currency, 
and in testifying before the committee on May 13, 1958, I said: 

“Consideration of all these measures raises the question whether the laws 
relating to the Federal Government’s activities in real estate, mortgage finance, 
housing, and urban renewal need to be so written as to require amendment so 
frequently as they have in recent years. * * * It is possible that more general 
legislation, flexibly administered, might be more effective, not only in imple 
menting established policy, but also in providing a framework within which the 
desirability of changes in policy could be judged.” 

The Board has no objection to the increase in mortgage insurance authority 
for the Federal Housing Administration that would be provided by S. 57. Nor 
does it object to the 1-year extensions of the FHA title I property improvement 
program, the voluntary mortgage credit program, or the FHA armed services 
housing mortgage insurance program, as 8S. 57 proposes. 

All the bills contain provisions relating to urban renewal, public housing, or 
Federal loans to educational institutions. Concerning the proposed legislation 
on these subjects, the Board has reservations about programs that, once ap 
proved, proceed without any correlation with economic and fiscal conditions. 
With respect to the urban renewal program, for example, it would seem desira- 
ble to investigate means for insuring that planning will be carried on in an 
orderly fashion while retaining discretion over timing of the physical work and 
of the disbursement of the billions of dollars which §S. 57, 193, 266, and 543 would 
authorize in varying amounts for capital grants. 

The Board also questions the proposal in S. 57 to set up a new program of 
Federal debt service guaranties on bonds of educational institutions to aid in 
financing new or rehabilitated classrooms, laboratories, and related facilities, 
including equipment and utilities. While the aggregate amount of guaranteed 
bonds outstanding at any one time would be limited initially to $250 million, 
the wisdom of establishing yet another program involving Federal guaranties 
seems debatable, especially when it relates to assets which do not generate direct 
revenues as dormitories do. Substantially the same observations would apply 
to the direct loan program for classrooms, laboratories, and related facilities as 
proposed in both S. 57 and S. 194. 

With regard to the new program for nursing homes proposed in title II of 
8S. 57, the Board recognizes a social need for adequate facilities of this type. 
But it is concerned about whether an underwriting approach is the most appro 
priate way to meet the need most effectively. If an underwriting approach is 
followed, however, the Board would question the wisdom of setting a maximum 
statutory annual interest rate of 4% percent on insured loans for nursing homes. 
The Board believes that full flexibility of interest rates according to market 
conditions would be preferable for all housing programs. This would facilitate 
competitive functioning of such programs in the capital markets. 

The Board is not in a position to evaluate the desirability of the discretionary 
authorities given to the FHA Commissioner under this provision of S. 57, namely, 
to regulate charges and methods of operation as well as capital structure and 
rate of return for corporate mortgagors of insured nursing homes, which are 
financial counterparts ef the adequacy of health services rendered. It doubts, 
however, that it would be desirable to assign a program of this special nature to 
an agency primarily concerned with housing activities. 
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Concerning the nonprofit relocation housing program proposed in S. 193, the 
Board does not believe that it would be desirable to advance 50-year loans at 
below-market interest rates to cover up to 98 percent of total development costs 
for this purpose. 

The Board would like to reemphasize the desirability of more general admin- 
istrative authority over all housing programs, provided the public interest is 
adequately protected. The proposed amendment in 8. 57 to require the Federal 
National Mortgage Association, under its special assistance functions, to buy 
mortgages at par through August 7, 1960, would seem to operate in the opposite 
direction. 

Total expenditures or underwriting authority contained in these bills, particu- 
larly S. 57 and 8S. 193, come to impressive figures. In light of the many other 
pressing needs for Federal expenditures and financial assistance, the Board 
questions whether a subsidization of the construction industry of the magnitude 
proposed in the bills is essential at this time. 

Sincerely yours, 
Wma. McC. Martin, Jr. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 28, 1959. 

Hon. J. W. FULBRIGHT, 

Chairman, Committee on Banking and Currency, 

United States Senate. 


DeaR Mk. CHAIRMAN: In reply to your letter of January 15, 1959, we are sub- 
nitting certain comments regarding S. 57, the proposed Housing Act of 1959. 

The bill provides generally for increased authorizations in many of the 
housing programs of the Housing and Home Finance Agency, and for changes 
in existing law applicable to those programs such as increases in maximum 
nortgage amounts, increases in interest rates and various other matters. Such 
matters appear to be, generally, questions of policy for the Congress to determine 
and for that reason our comments are restricted to those provisions either directly 
affecting the work of the General Accounting Office or which, in our opinion, 
should receive special consideration by your committee and of the Congress. 

Section 103(b) would amend section 2083(b)(8) of the National Housing Act 
soas to permit a nonoccupant owner of a home financed under section 203 of the 
National Housing Act to receive the same maximum mortgage as an owner! 
occupant receives, rather than only 85 percent thereof as provided by existing 
law. In proposing this amendment in 1958 the Federal Housing Agency stated 
that the purpose of the change was to assist in the financing of new homes by 
enabling sellers to place higher mortgages on old houses they accept in trade. 
Development builders could also place higher mortgages on new homes. In both 
cases the mortgage amount would have to be reduced by at least 15 percent at 
the end of 18 months unless the property had previously been sold to an owner 
occupant. The section as written provides only for the mortgagor and mortgagee 
to “assume responsibility in a matter satisfactory to the Commissioner” for 
reduction of the mortgage by this amount. The section-by-section analysis 
printed in the Congressional Record of January 9, 1959 (p. 264), states that the 
1} percent of the mortgage amount would be put into escrow for 18 months or 
until the nonoccupant owner sells the property. We recommend that the lan- 
gage of the section be changed to require the 15 percent to be held in escrow by 
the mortgagee until the expiration of 18 months or until an owner occupant 
assumes the mortgage. 

Section 105(a) would increase the loan ratio under section 213 of the National 
Housing Act from 90 to 97 percent. The limitations presently permitted for 
Yelerans’ cooperative housing will be rescinded. While the purpose of in- 
(reased loan amounts may be to encourage construction under the cooperative 
housing program, we wish to point out that as a purchaser’s equity decreases 
FHA’s risk increases. 

Section 109(b) would amend section 220 of the National Housing Act to permit 
the exclusion of certain exterior land improvements as defined by the FHA 
Commissioner from the statutory dollar amount limitations per room and per 
tnit presently provided in the act. The effect of this amendment may be to 
increase the mortgage amount. We believe that several restrictions should be 
placed on this amendment. Firstly, a limitation as to the amount of exterior 
land improvements which may be excluded should be considered. This limita- 
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tion could be established on a per room or per unit basis. Secondly, the type ot 
exterior land improvements which may be excluded should be limited to thoge 
which are generally not provided for in the mortgage amount of a section 207 
project. 

Section 110 would extend the benefits of section 221 of the National Housing 
Act to families displaced through governmental action without regard to the 
fact that these families live in a community which does not have a workable 
program provided that the displacement takes place “in the environs of a eom- 
munity” which has such a program. Under existing law, insurance for reloca- 
tion housing is available only in those localities or communities which request 
it. The proposed amendment may result in the insurance of relocation housing 
in localities or communities, although they did not request it. 

Section 111(a) would increase the maximum insurable loan amount from 
$9,000 to $10,000 in normal cost areas, and from $10,000 to $12,000 in high-cost 
areas for single-family housing insured under section 221 of the National Hous- 
ing Act. Regarding the proposed increase from $10,000 to $12,000 per family unit 
in the statutory ceiling for high cost areas, it is noted that section 221 housing 
is meant for families displaced from urban renewal areas. Many of. these 
families will not be able to pay high sales prices or rents. 

The effect of various mortgage ceilings on a mortgagor's probable monthly 
housing expense is shown by the following table. 
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Mortgage amount 
siaiaticn bali ——— ae 
Original Present | Proposed 
ceiling high cost high cost 
$3,000 ceiling | ceiling 
$10,000 | $12,000 
— - —-- — -_— a - - - - — | — -— oa 
Principal and interest oe =e Ae $44.91 $49. 90 $62. 52 
Mortgage insurance premium 7 3. 74 4.16 | 4% 
ES SEE LBL EEL LE AML CREE 2.00 2. 25 2.50 
Taxes... ae eitmeermes 10.00 | 11.00 12.00 
Maintenance and repairs--_--- 8 00 8 00 5.0 
iat i SE J a cicakabeecmenmnen 16 00 16. 50 | 14.0 
Total monthly hcusing expense_--_..........-..---...--- 84.65 | 91. 81 | 101.50 
Family income required, as estimated by 1 FHA office__.. $3, 050 $3, 300 | $4, 400 
Ratio of annual housing expense to income (percent) --------.- 33g 3334) » 
| | 


















To illustrate the effect on rentals of various mortgage ceilings, we computed 
hypothetical rentals on the basis of an actual section 221 project. With a 
$9,000 mortgage, rentals would be $90 a month; with a $10,000 mortgage, $100 
a month; and with a $12,000 mortgage, $120 a month. 

Thus, while the proposed increase in maximum mortgage insurance might 
tend to increase construction of section 221 housing, it is doubtful that it 
would provide housing which the majority of displaced families could afford 
to buy or rent. 

Section 111(b) would amend section 221 of National Housing Act concerning 
mortgage insurance to private builders for the production of rental housing 
for displaced families. In the case of housing to be repaired or rehabilitated, 
the loan amount can be equal to the Commissioner’s estimate of the value of 
the property after completion of the needed work. We suggest that consid- 
eration be given to requiring the private builders to have an equity in existing 
properties as is proposed for new properties. A mortgage ceiling ratio below 
95 percent is suggested. 

Section 201 would add a new section 229 to the National Housing Act to pro- 
vide a new housing program for elderly persons. Among the changes to the 
present law proposed by section 201 are deletion of the “economic soundness” 
determination and substitution of the term “dwelling unit” for “family unit.” 

Elimination of the existing requirement for a determination of the economic 
soundness of insured projects increases the Government’s insurance risk. Should 
this change be adopted, the committee may wish to consider the desirability 
of charging a higher insurance premium than that assessed under the section 
207 program. 

We also wish to call the committee’s attention to the probability that dwelling 
units designed for single elderly persons will have fewer rooms than the usual 
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“family unit.’ A proposed ceiling of $9,000 for a dwelling unit which does 
not include a kitchen or bath would seem to be disproportionate to a proposed 
ceiling of $9,000 for a family unit which has these facilities. 

Section 303 would amend section 103(b) of the Housing Act of 1949 to pro- 
vide for repayment to the Treasury of uncollectible planning advances. We 
have previously recommended to HHFA that they propose legislation on this 
matter and therefore favor enactment of this section of the bill. iy 

Section 807 would have the effect of liberalizing the current provisions of 
section 106(f) of the Housing Act of 1949 in several respects. 

Jt would authorize local public agencies (LPA), under certain conditions, to 
make relocation payments to families, individuals, and business concerns dis- 
placed from the urban renewal area. Currently, section 106(f) permits payments 
only to those displaced from an urban renewal project area. An “urban 
renewal area” is defined in section 110(a) of the Housing Act of 1949 to mean 
an area Which is appropriate for development or redevelopment and within 
which a project area is located. : 

It also would allow LPA’s to make relocation payments to those displaced 
from properties not acquired by the LPA if (1) the property in the urban 
renewal area was acquired by any other public body, (2) if the property in 
the urban renewal project area had to be vacated because of code enforcement 
activities, and (38) the family, individual, or business concern in the urban 
renewal area is displaced because of a program of voluntary rehabilitation of 
buildings or other improvements in accordance with an urban renewal plan. 

At present, the administrative regulations provide that no relocation payments 
may be made by an LPA to a family, individual, or business concern unless the 
property being vacated has been acquired by the LPA. The proposed change 
would authorize the LPA’s to make relocation payments to anyone displaced 
regardless of whether or not the property was acquired by an LPA. For example, 
if the public roads program involved the relocation of people in an urban renewal 
area, the slum clearance and urban renewal program, under the proposed 
legislation, would bear the cost of relocating the people. We do not believe it 
aivisable to include, in the slum clearance legislation, benefits or provisions 
pertaining to other programs involving the relocation of families. 

Section 401 of the bill proposes to amend section 1 of the U.S. Housing Act of 
1937 by adding thereto a provision which, in the development of public housing, 
would vest in local public agencies full responsibility for the preparation of 
their budgets and the control of their expenditures. 

Under existing law, the Public Housing Administration imposes contractual 
obligations upon local public housing authorities, some of which are similar 
to those applicable by law to the expenditure of Federal funds, which are 
designed to promote economy and efficiency in project operations with a con- 
sequent reduction in the amount of Federal subsidy paid. For example, the 
usual contributions contract form requires that the local authority procure 
project supplies and services from tke lowest responsible bidder. Under the 
proposed amendment competitive bidding could no longer be required by PHA, 
The present contract form also requires the submission to and approval by 
PHA of annual operating budgets by the local authorities. Through such super- 
vision PHA can minimize the payment of excessive salaries, fees, or travel 
expenses, the purchase of luxury-type automobiles, overstaffing, the overrun 
of budget amounts, and other wasteful or extravagant expenditures. 

Every dollar saved in project operating costs or gained in project income 
results in an increase in project income actually available for bond debt service 
and in a reduction in the amount of total Federal contributions. Conversely, 
very dollar of wasteful or extravagant expenditures or possible income not 
realized results in an increase in the total Federal subsidy paid. This situation 
is true both under existing procedures, which apply project net income in direct 
reduction of the current annual Federal contribution, or under the procedure. 
broposed by section 403(b), which would apply two-thirds of project net income 
toward more rapid amortization of bond indebtedness. 

For these reasons, we believe that Federal supervision and control over proj- 
«et expenditures is L»th appropriate and necessary. Consequently, we urge 
that the words “the preparation of budgets, the control of expenditures” be 
deleted from lines 23 and 24 of page 37 of S. 57. 

Section 403 would amend section 10(c) of the United States Housing Act of 


1987. We are considerably disturbed by that part of the section which reads 
48 follows: 
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“Every contract for annual contributions shall require that the public housing 
agency and its chairman shall annually, after an independent audit made by and 
certified by the State auditor or other appropriate State official or by a public 
accountant of recognized standing of the books and accounts of the public hous. 
ing agency, transmit a copy of such audit and certify to the Authority that the 
agency has complied with the provisions of this Act and that the financig} 
statements are true and correct. Such certification shall, in the absence of 
fraud or of evidence of waste or neglect, or expenditures which are not reagon- 
ably compatible with the operation of low-rent public housing, or extravagance, 
disclosed by financial postaudits pursuant to sections 814 and 816 of the Housing 
Act of 1954, and in the absence of evidence of violation of the provisions of this 
Act, be accepted as final and conclusive by all officers of the Federal Government: 
Provided, That no provision of this section limits or reduces the authority of the 
General Accounting Office to audit expenditures under this Act.” 

Under section 10(k) of the United States Housing Act of 1937, the Comptroller 
General is directed to audit and make final settlement, pursuant to the Budget 
and Accounting Act, 1921, as amended, of the annual subsidy payments made 
by the Public Housing Administration to local housing authorities. While the 
above-quoted language would permit us to continue to make audits of local hous- 
ing authorities, it would, in our opinion, substantially curtail the scope and 
effectiveness of such audits. For example, failure to comply with the provi- 
sions of the Housing Act of 1937 undoubtedly would be the result, in most cases, 
of inadvertence, negligence, or of an erroneous interpretation of the law by the 
local authorities rather than of fraud. We know cf no comparable legislation 
vesting in the other party to a Government contract the right to determine and 
certify that it has complied wih Federal law applicable to its operations, and 
making such a certification final and conclusive on all Federal officers, absent 
fraud. We believe that the enactment of such a provision would create a most 
undesirable precedent in the housing progress and possibly in other programs 
of the Federal Government. 

The certification as to the truth and correctness of the financial statements 
would be made by the very local authority which is audited, not by the account- 
ant making the audit. Such certification would nevertheless be final and con- 
clusive in the absence of evidence of fraud or of waste or extravagance. We be 
lieve this procedure, together with the proposed policy of administration con- 
tained in section 401 of the bill, discussed above, would prevent effective correc- 
tive action in most cases of waste and extravagance in project operation. Since 
all waste in project operations eventually increases the Federal subsidy payments 
we are firmly of the opinion that Federal supervision is both appropriate and 
needed. We believe, also, that the audit of approximately 850 local public hous- 
ing authorities by State officials or public accountants unfamiliar with the hous 
ing statutes involved would result in inconsistencies in audit treatment and in 
a lack of uniformity and effectiveness of the audits. 

For these reasons, we believe the language quoted above from section 403(b) of 
the bill should be deleted. 

Section 502 of the bill would add to title IV of the Housing Act of 1950-a new 
program which would provide loans for the construction of classroom buildings 
and other academic facilities. In addition to direct loans, the bill would au 
thorize the Administrator to guarantee the payment of bonds issued and sold 
to investors other than the United States to finance the construction of classroom 
buildings and other academic facilities. 

We doubt the advisability of combining a program for non-income-producing 
facilities with a program for income-producing facilities. The existing pro 
gram involves, for the most part, the making of loans for the construction of 
income-producing facilities and the basic security for the loan is the revenue 
from the facility. The facilities to be constructed with loans or guarantees now 
proposed would not be self-sustaining to the same extent as college housing. If 
such a program is to be undertaken, we believe it might be preferable to sepa- 
rate it from the college housing loan program. 

Section 603 would broaden sections 404(a) and 404(b) of the Housing Amend- 
ments of 1955 to permit the acquisition of multifamily housing financed with 
mortgages insured under section 207 of the National Housing Act in addition to 
Wherry housing, and to compel its acquisition where it (1) is adjacent to a mili 
tary installation, (2) was completed prior to July 1, 1952, (3) was certified by 
the Department of Defense, prior to construction, as necessary to meet a thet 
existing military family housing need, and (4) was considered as military hous 
ing by the Federal Housing Commissioner. 
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The applicability of the section to housing insured under section 207 of the Na- 
tional Housing Act which is situated adjacent to a military installation is self- 
explanatory. On the basis of the information we have been able to obtain, the 
effect of this section would be quite selective. 

The problem of competition between Capehart and other housing near military 
installations is not restricted to section 207 projects. The United States has a 
definite financial interest in all properties covered by mortgages which it has in- 
sured. To the extent that construction of Capehart housing results in lower 
occupancy rates at other properties whose mortgages are insured by the United 
States and thus endangers the solvency of such properties, it is detrimental to 
the Government’s interest. While it is important that adequate housing be 
available for personnel stationed at military posts, it is also important that maxi- 
mum use be made of existing housing with Government-insured mortgages, at or 
near military installations before construction of additional Capehart housing 
is undertaken. 

It is our belief that it would be preferable to consider legislation dealing with 
the problem as a whole, rather than on a piecemeal basis. 

Section 701(b) would amend section 305(b) of the National Housing Act in 
order to extend, from the date of enactment of the bill to August 7, 1960, the re- 
quirement that the Federal National Mortgage Association purchase mortgages 
at par under its special assistance functions. The Housing Act of 1956 estab- 
lished for 1 year a minimum purchase price of 99 percent of par for mortgages 
purchased under the special assistance functions. The Housing Act of 1957 re- 
quired that special assistance mortgages be purchased at par. Under the present 
law, this requirement expired on August 7, 1958. 

We do not favor the enactment of section 701(b), as we believe the FNMA 
should be able to establish the price of the mortgages it purchases. We believe 
that if FNMA is required to buy the mortgages at par, generally it will preclude 
the investment of private funds in the type of mortgages bought by FNMA under 
the program. 

Section 7038 would permit the Administrator to use funds from the revolving 
fund established by section 702 of the Housing Act of 1954, subject to a limita- 
tion of $50,000 during any fiscal year, to conduct surveys of planning and esti- 
mated requirements for State and local public works. The provision of funds 
for this purpose through regular annual appropriations would enable the Con- 
gress to review and evaluate the need for such surveys when funds therefor are 
requested. 

Section 705 would amend section 607 of the act of October 14, 1940, (Lanham 
Act) to authorize the Housing and Home Finance Administrator to modify the 
terms of existing sales contracts and mortgages on permanent war housing con- 
veyed for low-rent use. This would permit reduction of the purchase price and 
the granting of easier terms of payment, either as to interest rates or repayment 
period, whenever the Administrator deems it desirable, in the public interest, 
and in the fulfillment of the purposes of title VI of that act. It further provides 
that the Administrator shall endeavor to make such modifications relating to 
certain housing projects sold to mutual or cooperative groups as may be neces- 
sary to enable such group to retain possessions wherever this result can be 
achieved without undue sacrifice of the interest of the Federal Government. Such 
modifications would result in giving more favorable treatment to all purchasers 
who experience difficulty in meeting mortgage payments where the modifications 
would be in the public interest as determined by the Administrator, or wherever 
the modifications would permit certain mutual or cooperative groups to retain 
possession without undue sacrifice of the Government’s interests. It appears 
more desirable to permit postponement of the overdue payments than to permit a 
reduction in the existing obligations and that reductions in purchase price, if any 
are authorized, should be permitted only when clearly in the public interest. 

Our recent audit reports to the Congress contained legislative recommenda- 
tions which your committee might like to consider at this time. 

Our report on the “Review of Slum Clearance and Urban Renewal Program” 
as of June 1957 contained a recommendation “that the Congress amend section 
110(d) of the Housing Act of 1949 to show the minimum percent that a sup 
porting facility must benefit a project in order to be eligible as a noncash 
local grant-in-aid. The Urban Renewal Administration agrees with this recom- 
mendation.” 

In the report on our audit of the Public Housing Administration for the fiscal 
year ended June 30, 1957, we made the following recommendations for the 
consideration of the Congress: 
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“(1) the Commissioner, Public Housing Administration, through amendatory 
legislation, be given discretionary authority to permit, when it is in the best 
interest of the Government, the merging of net receipts from Lanham Age 
projects with the net receipts from other low-rent projects and to include the 
Lanham Act projects under consolidated annual contributions contracts, (2) in 
eases where Federal property (or property in which the Government has a 
direct or indirect financial interest) is sold for less than its fair market value 
or on a noncompetitive basis to a preferred purchaser, a reverter. clause be 
included in the agreement covering the disposition of the property, and (3) 
legislation be enacted which would provide for uniform financial assistance to 
individuals, families, and business concerns displaced from low-rent and urban 
renewal sites.” 

Sincerely yours, 

JOSEPH CAMPBELL, 
Comptroller General of the United States, 


Senator Sparkman. Mr. Walpin, of Mutual Housing Sponsors, 
Inc., at the time he testified asked the privilege of submitting further 
information. We havea statement from him. Reference to this ap- 
pears on page 321. 

(The statement referred to follows :) 








STATEMENT OF BERNARD G. WALPIN, ExecutivE Drrecror, Muruat Hovstne 
Sponsors, INc., AND COCHAIRMAN OF LEGISLATIVE COMMITTEE OF COORDINATING 
COUNCIL OF SECTION 213 COOPERATIVES 


I am presenting the views of two completely separate organizations. Mutual 
Housing Sponsors, Inc., is a consumer oriented nonprofit group fostering housing 
cooperatives in general and promoting and servicing particular cooperative 
housing developments. The Coordinating Council of 213 Cooperatives counts as 
its membership representatives of the community councils of virtually all the 
existing cooperative developments of the management type in the New York area, 
The recommendations which I make to this committee, particularly those with 
reference to the existing cooperatives, are the result of collaboration with my 
cochairman of the legislative committee of Coordinating Council of Section 213 
Cooperatives and its honorary president, Simon Gallet. 

It is properly significant that I am here introduced by the Cooperative Home 
3uilders of America which draws its membership primarily, albeit not exclu- 
sively, from those builders concerned with the sales-type cooperative. We have 
seen the management-type cooperative grow from a seeming excuse for a better 
rental mortgage with virtually no downpayment to a successful and accepted 
program of true cooperation. This has occurred gradually by experience of less 
than 10 years. Corporate and financial bones took on the flesh and blood of the 
social group, the democratic forms and the economic (cost saving) features of a 
true consumer cooperative. 

The success of the management-type cooperative is attested by the fact: that 
213 cooperative developments have fostered on their own initiative more com- 
munity social activities such as nursery schools, adult school facilities, credit 
unions, and the other social agencies that a community needs to be well rounded 
than any other type of grouping of homes or apartments with which I am 
familiar. 

' The democratic experiences of the elections of boards of directors and the 
making of decisions on issues pertaining to the management of the corporative 
are participated in by virtually all the tenant-cooperators with the result that 
they are educated to the democratic processes and are caused thereby to become 
more active in the democratic solutions of the more complex problems of the 
larger town, city, State, or National entity. Finally the dollars and cents values 
of housing cooperatives have been proven. Cooperatives have kept carrying 
charges down to a greater degree than even rent control has kept apartment 
rentals down. Whereas other comparable housing has gone up with the market 
demand, cooperatives have kept their carrying charge rises to the minimum 
required by rises in the maintenance cost of living. Existing 213 cooperatives 
are so much in demand that most have closed waiting lists. When an apart- 
ment turns over, the buyer usually pays a substantial late entry fee which, 
nstead of going as a profit to the retiring shareholder, serves in the true 
cooperative spirit to create a fund serving as a buffer against rise in future 
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carrying charges. The encouragement of self-help and the pride of ownership 
has also kept cooperatives’ maintenance costs down. Best of all the cooperative 
buying and the use of group buying power has both reduced the cost of non- 
housing items to the individual cooperators and has also brought revenue to the 
cooperative corporation, thus further effecting a barrier against rise in carrying 
charges. 

The sales type, now established with a cooperative corporation organiza- 
tional basis, if provided with community facilities as a common interest starter, 
will develop along the same lines. Just as the intial tiny downpayment was a 
necessary Stimulant to buyers purchasing stock in management type of coopera- 
tives until initial community acceptance of the idea of the cooperative caught 
on, so it is essential that the sales type have only a small equity requirement 
at this stage. In short, we welcome the growth of the sales-type 213’s. 

Our emphasis in our recommendations for legislative change in connection 
with the management-type cooperative is threefold: 

1. We must help to create the physical community facilities to go with the 
social groupings that have developed in the existing 213 cooperatives. 

2. We must assist the 213 cooperatives to keep their carrying charges down 
to the middle income level despite the general cost rises that have taken place 
since the inception of the 213 program. 

3. We must stimulate construction of additional new 213 cooperatives. 

For the existing 213 cooperatives these approaches require immediate attention 
to the following proposed legislation : 

A. The FHA should be empowered to expand the coverage of existing 213 
mortgages and in effect to “open-end” these existing mortgages so as to cover 
additional community facilities located either in nearby and newly puchased 
properties (in which case the land as well as the buildings should be included 
in the mortgage at its current value) and covering community facilities which 
are either newly built or the result of remodeling of existing structures at their 
reproduction cost. Not only will the privilege enable the existing cooperatives 
to provide their members with the facilities which new cooperatives can include 
uider their mortgages, but the provision of these much needed facilities will be 
a major factor in avoiding obsolescence of the existing cooperatives, thus 
neriting favor both from the lending institution and the FHA. Examples of 
the facilities are swimming pools, playgrounds, and meeting rooms. 

B. The FHA insurance premiums should be divided among sections 207, 213, 
management type, and section 213, sales type, and should be mutualized. It is 
only fair that the same benefits accruing to section 203 should be applied to 
section 213. The fact that the section 213, management type cooperative, now 
has a long enough experience record and a record which is virtually without 
blemish is reason enough to give that category the benefits of separate treat- 
ment and the recognition of the lack of foreclosures which are meaningful by 
way of the dollars and cents repayment of a return premium. 

Legislative and administrative changes to develop new middle income coop- 
eratives are necessarily more extensive. It is time to face up to the changed 
conditions of land cost and construction cost which have taken place since the 
inception of the 213 management type program. We must also face the facts of 
lifein the mortgage market. 

Even when there is mortgage money available in the overall market, the 
lending institutions in general have not yet learned to like cooperatives. When 
asection 213 management-type mortgage is offered, the average institution will 
either say “no” or will insist on a higher discount than it will take for rental 
housing. Most of the time the institutions are “out of the market.” Thus 
special assistance FNMA funds is a “must,” both as a yardstick (and hence at 
par or close to par) and as a source of keeping the program from stopping and 
starting. Every 213 cooperative with which we are familiar has had to stand 
still for long months and more, albeit ready to be offered to the public, because 
of mortgage money difficulties. Some were finally rescued by FNMA funds; 
(thers could not use FNMA money. Most builders shy away from 213 man- 
agement-type cooperatives. The FHA now keeps such a tight lid on land valua- 
tions and construction costs that most builders find the profit insufficient. Other 
builders claim that the multitude of processing delays and “headaches” are 
worth undergoing only if they end up with a building they can own perma- 
hently; therefore, they choose a 207 rather than a 213. 

The fits and starts in processing a 213 cooperative, aggravated by the mortgage 
market are the major factors in keeping builders out of the 213 field merely 
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because of the resulting uncertainties. At the same time the delays have gq 
huge cost. We have estimated that the total cost to all parties connected with 
the cooperative on projects concerning reproduction cost of one and a half to 
two million dollars is $10,000 per month. This, of course, includes the added 
carrying charges, the cost rises due to inflation (which seems automatic with 
the passage of time), the return to be paid on the capital invested in land and 
processing costs, the protracted sales and overhead expenses, etc. Therefore, 
any devices which will expedite the obtaining of financing and expedite selling 
are of great value. On the administrative end, flexibility in applying the rules 
established by the Administrator would doubtless expedite the processing of 
many cooperatives. A relaxation of the rule that a management cooperative 
must be 90 percent sold before construction can begin, would be most helpful, 
The number of cancellations tend to grow if a cooperative waits more than a 
few months for the commencement of construction. Many cooperatives sell 50 
percent of their apartments in a few weeks and thereafter find that cancella- 
tions almost equal the new sales because of delay in commencing construction. 

One statutory way of helping this situation is to permit of a 90 percent 
mortgage in the case of investor-sponsored cooperatives in lieu of the present 
85 percent prescription. A major purpose of the investor-sponsored cooperative 
was to provide the public with the sight of a building under construction before 
their purchases of apartments are requested, thus encouraging the purchases 
and avoiding a wasteful resale of canceled purchases. However, the unduly 
substantial amount of capital required to be invested by the builder under the 
85 percent rule discourages many builders from attempting this approach. (It 
must be borne in mind that not only must the equity be covered by the builder 
until the end of construction, but he is required by the FHA and/or bonding 
company requirements to put up other capital in the construction corporation). 
Were the investor-sponsored figure changed to 90 percent (and then raised to the 
90 or 95 percent figure, as determined by the number of veterans, when the 
building is sold and turned over to the cooperative corporation) there would 
be a substantial incentive to utilize the investor-sponsor approach. Thus it 
would take less time for sales inasmuch as the sales would run concurrently 
with the construction, and in the long run there would be cost savings in creating 
the cooperative. 

The greatest obstacle to the creation of more cooperatives is the financing 
problem. We recommend very strongly that an additional authorization of 
150 million dollars be made for FNMA special assistance to section 213, coopera- 
tives, at least one-half of which shall be provided for Consumer cooperatives 
of the management type. Other sections dealing with the amount outstanding 
in any one time, etc., should be accordingly amended. 

There is a small amount of FNMA special assistance funds presently avail- 
able. The basic reasons why this fund has not been used stems from the per 
State limitations and from the $15,000 per unit ceiling. This ceiling is com- 
pletely at variance with the ceilings on FHA-insured mortgages. The FHA 
ceilings are in terms of per room and provide special allowances for high cost 
areas. The result is that an apartment house cannot be built to proper FHA 
specifications and to give the consumers what they want in the way of number 
of rooms and come before the FNMA ceiling. The lesson of the sloppy con- 
struction under section 608 with its tight limitations on mortgage should be 
kept in mind. If the FNMA money is to be available at all for a cooperative, 
the $15,000 per unit ceiling compels the creation of small apartments despite 
the fact that the need for middle income families is primarily for larger apart- 
ments. Those who seek cooperative apartments are looking for the same sort 
of permanence they find in a one-family home and, therefore, by and large desire 
5- and 6-room apartments. 

Demands to keep within the $15,000 FNMA ceiling compel construction in 
the suburbs where land costs are cheaper, yet this runs counter to the des- 
perate attempt by our cities to retain their middle-income base. Furthermore, 
in the long run chasing the cooperatives to the suburbs means greater com- 
munitywide expenses for the multitude of new improvements, expenses which 
could be avoided were the cooperatives to be placed in the already improved 
sections of the cities. In addition, the seeking for lower land cost to come within 
the $15,000 ceiling means choosing less accessible sites. Thus while the carry- 
ing charges may be a little lower, the net cost to the family is the same for the 
travel expenses amount to the equivalent of several thousand dollars mortgage 
per apartment in carrying charges. But perhaps the worst result of the at- 
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tempt to come within the $15,000 ceiling is the encouragement to construction 
which both in its impact on the neighborhood and in its physical maintenance 
attributes has a shorter life. It is generally recognized, for example, that high 
riser fireproof construction is more expensive initially but the lower ground 
coverage and the reduction of maintenance expenses, such as fire insurance, 
makes such construction ultimately less expensive both to the community and 
to the cooperators who are paying carrying charges. 

Some suggestion has been made that the $15,000 ceiling be raised to another 
per unit ceiling. We see no reason whatsoever to distinguish between the FHA 
ceiling and the FNMA ceiling. The administrative complications are one 
reason. The need to constantly revise the FNMA per unit ceiling is another 
reason. There seems to be a fear that without the per unit ceiling, there will 
be certain unnecessary frills. Our experience indicates that the unwillingness 
of the market to pay higher prices and the FHA ceilings themselves is an ade- 
quate damper on any possibly unnecessary rise in the level of sales price and 
carrying charges of cooperative housing under section 213. Certainly any 
builder who would choose to build a cooperative in order to hit at a higher 
market than the middle income would build a conventional cooperative and 
thereby be free of profit limitations. 

Attempts to fight inflation via higher interest rates have only caused infla- 
tion in the price and carrying charges of new cooperatives. It is only fair, 
therefore, that attention be focused on changes in the financing aspects of 
section 2138 management type cooperatives. Fortunately experience has indi- 
cated that the financing terms can be changed in favor of reducing the charges 
and yet retain an arrangement which maintains the necessary minimal risk 
for the FHA and the mortgagee. The following changes are recommended: 

1. The insurance premium should be reduced to one-fourth of 1 percent. 

2. The amortization period should be extended to 50 years. 

3. The management type section 218 insurance fund should be segregated 
and mutualized. 

It is unnecessary to build up large unused funds in insurance premium ac- 
counts. The high mortgages result in unduly high insurance premiums when 
computed on the current one-half of 1-percent basis. The mutualization and its 
fairness have been discussed above. 

The 50-year amortization proposal deserves emphasis. Where buildings are 
constructed in such manner (e.g., fireproof) as to make their life expectancy 
greater, it is only proper that the mortgage amortization period reflect that fact. 
Furthermore, where the form of ownership in and of itself makes for a greater 
expectancy for a longer life of the building and lesser obsolescence of the 
neighborhood, that fact, too, should be recognized in determining the amortiza- 
tion period. The fact that the management type cooperative permits of a com- 
bination of the best construction and home ownership, particularly when viewed 
in the light of European experience, makes 50 years amortization even a short 
period. Inasmuch as less substantially constructed housing and 207 rental 
housing presently has a 40-year amortization period, it is only fit that the better 
maintenance that comes with the home ownership of cooperative housing be 
rewarded by a 50-year amortization period where in the discretion of FHA the 
construction is such as to make that duration of amortization proper. 

These three amendments will serve to arrest the danger that the carrying 
charges of cooperatives will be pushed beyond the middle income by the other 
rising costs. 

We make one other recommendation for legislation. As we have pointed out, 
it is not easy to persuade builders to enter the 213 field. And consumer oriented 
groups are handicapped in their sponsorship because of the difficulty of obtaining 
the so-called speculative capital needed in the planning and processing stages 
of the preparation for a 213 cooperative. Once the stage is passed, the finding 
of a contractor willing to build the building is relatively easy. Therefore, were 
the obtaining of capital for the processing stages facilitated, we could look for- 
ward to a doubling of section 213 cooperatives. Furthermore, the removal of 
reliance upon the builder for the initial capital would lead to the creation of 
cooperatives set along the path of proper consumer cooperation at the earliest 
possible time, for consumer oriented groups would make eager use of the possi- 
bilities of financing the processing and planning. Fortunately the amount of 
the capital needed in the preconstruction stage is small. Generally speaking 
$100,000 is adequate to cover the tying up of land and the advancement of all 
expenses needed in the planning stage for a cooperative of $1 to $2 million ulti- 
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mate reproduction cost. A revolving fund of $5 million providing for the pay- 
ment of interest at 6 percent and fees, if necessary, would mean absolutely nop 
drain on the Treasury and would help to establish a great number of new 
cooperatives. 

While we have offered suggestions which may not appear in the committee - 
chairman’s bill and we, therefore, ask that several changes be made in the 
legislation, nonetheless we wish to congratulate the committee on its conscientious 
and sincere approach to bringing forth more housing, the consumer commodity 
the demand for which is least satisfied in the United States today. 


Senator Sparkman. The committee will stand in recess until 2: 30, 
(Thereupon, at 12: 38 p.m., the committee was recessed, to reconvene 
at 2:30 p.m., this same date.) 





















AFTERNOON SESSION 


Senator Doveias. The committee will come to order. 

I would like to insert in the record at this point a telegram from 
Dennis O. Thompson, vice president, Orrin Thompson Homes, Min- 
neapolis, Minn. 

(The telegram referred to follows :) 


MINNEAPOLIS, MINN., January 22, 1959. 
Senator Husert HuMPHREY, 


Senate Office Building, Washington, D.C.: 

We need special assistance program No. 10 for FNMA to buy mortgages under 
$13,500 for low-cost home. 

We built 1,300 homes in Minnesota in 1958, 100 perecnt above 1957. Reason: 
FNMA special assistance program No. 10 and 213 co-ops. 

The people need low-cost homes they can afford. We feel central mortgage 
bank as proposed by private enterprise is wishful thinking by some builders of 
medium- to high-priced homes, and mortgagement, and will not promote sales 
of mortgages in low-income fields. 
























ORRIN THOMPSON HOMEs, 
DENNIS O. THOMPSON, 
Vice President. 
Senator Dovetas. Our first witness is Mr. Robert A. Holloway who 
is chairman of the realtors Washington committee of the National 
Association of Real Estate Boards. 


STATEMENT OF ROBERT A. HOLLOWAY, CHAIRMAN, ACCOMPANIED 
BY JOHN C. WILLIAMSON, SECRETARY-GENERAL, REALTORS’ 
WASHINGTON COMMITTEE, NATIONAL ASSOCIATION OF REAL 

ESTATE BOARDS 


Mr. Hotitoway. Mr. Chairman, my name is Robert A. Holloway. I 
am from Baton Rouge, La., where I have been engaged in the real es- 
tate brokerage and homebuilding business for approximately 12 years. 
I appear before you as chairman of the realtors’ Washington commit- 
tee of the National Association of Real Estate Boards, a federation of 
1,310 local real estate boards with a membership of approximately 
63,500 realtors throughout the United States. 

I would like to present John C. Williamson, to my left, who is sec- 
retary-counsel to our realtors’ Washington committee. 

Our association has had an opportunity to review the several bills 
which are pending before the committee, but time does not permit of 
our testimony with respect to all of the provisions contained therein. 
We appreciate the circumstances under which these hearings are con- 
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ducted so early in the session, and the wish expressed by Senator 
Sparkman, chairman of the Housing Subcommittee, that these hear- 
ings be limited to matters which are not contained in 8. 57. This bill, 
we understand, is similar to the measure reported by this committee 
Jast year and approved by the Senate. 

Consequently, we propose offering for the committee’s considera- 
tion certain amendments to the National Housing Act and the Fed- 
eral National Mortgage Association Charter Act which we sincerely 
believe will make these programs accomplish more effectively their 
statutory objectives. These we will discuss under their appropriate 
headings. 








FEDERAL HOUSING ADMINISTRATION HOME IMPROVEMENT AND REPAIR 
LOANS 


S. 57 provides for a 1-year extension of this important FHA title 
I program which has contributed so much to the raising of housing 
standards of the American people. It is presently under a 5-year ex- 
tension, and we are at a loss as to the basis for only a 1-year extension 
to September 30, 1960. Surely this program ought to be saved any 
speculation as to its continued existence. An extension now for 1 year 
following a 5-year extension in 1954 might be construed as indicating 
that the Congress feels the program no longer merits the confidence 
placed in it in 1954. I am confident that the committee certainly does 
not desire that such an interpretation be placed on its action. We 
strongly recommend that the program be extended on a permanent 
basis as recommended in S. 612. 


SALES HOUSING MAXIMUM MORTGAGE CEILINGS 


S. 57 would increase the maximum mortgage amount under section 
203 and 220 sales housing from $20,000 to $22,500 on one-family homes, 
from $20,000 to $25,000 on two-family, and from $27,500 to $30,000 on 
three-family homes, retaining the present $35,000 ceiling on four- 
family homes. 

We recommend that the maximum limits be increased to at least 
$30,000 for one-, two-, and three-family homes. We believe that the 
change is necessary to give the FHA programs the broad basis which 
its original architects and the Congress had envisioned. Increased 
average costs of about 33 percent above 1947-49 averages underscore 
the need for discarding the $20,000 maximum which has been in the 
law since 1950. 

Senator Doueias. Mr. Holloway, there has been a good deal of testi- 
mony from the mortgage bankers and from the savings and loan 
institutions in opposition to raising the limit on one-story homes to 
$30,000 on the ground this is an invasion by the State of methods of 
financing which previously had been carried on by the conventional 
housing and mortgage facilities. 

I would like to hear you reply. You gentlemen say that FHA may 
have been designed to help the low-income families, but those with 
upper incomes should depend upon private enterprise and private 
financing. I would remind you that if we take the old rule that the 
price of a house should not exceed twice the yearly income, that would 
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mean we would be providing governmental facilities for people with 
$15,000 a year income. Isn’t that an invasion of State socialism into 
the field of private financing? I never thought you were a respondent 
of State socialism ? 

Mr. Hottoway. Senator, I think that the FHA program has been 
a tremendous program in the years gone by. I build and sell a num- 
ber of houses under the FHA program and we find this, that there 
has been, of course, a continual upgrading in the desires of people 
in their housing requirements. We find that there are a number of 
young people, executives, who are in the eight- to ten- to twelve-thou- 
sand-dollar category who, with today’s living standards, desire homes 
and can pay for homes on a monthly basis in the twenty- to twenty- 
five-thousand-dollar price range. 

Many of these people do not have, and they have not been able to 
save up and accumulate a large enough downpayment whereby they 
can qualify under Federal and State savings and loan downpayment 
requirements, and the FHA program would enable these people to 
acquire houses in this category. 

Senator Doveras. Do you think we should allow private enterprise 
and private financing to take care of these people rather than gov- 
ernmental aid programs? Aren’t you undermining § individual 
initiative ? 

Mr. Witi1amson. May Imakeacomment? We have never accepted 
your premise that FHA was created to provide housing for just 
low-income people. 

Senator Dovetas. Those who would not be able to get financing 
otherwise. 

Mr. Witu1amson. It was set up to channel residential mortgage 
credit into what was then a moribund building industry. 

Senator Dovetas. Designed to help the industry rather than help 
the people. 

Mr. Wituiamson. To encourage an industry we think is a proper 
role of Government, but I wanted to say this, Senator, there is no sub- 
sidy involved in FHA. It is a mortgage insurance system and the 
underwriting principles of mortgage insurance should guide it. If 
a $30,000 house is a marketable house, and if on foreclosure there is 
a market for a $30,000 house, so that the insurance fund will not be 
impaired, then we think it is reasonable for the FHA to insure a house 
with a maximum mortgage of $30,000. 

Senator Doucias. Are you in favor of expanding insurable limits 
on homes for those who are displaced by urban renewal and on apart- 
ments for the elderly ? 

Mr. Witur1amson. The indication of the people who wish to go in 
them should be a controlling factor in that type of program. 

Senator Dovueras. I perhaps should wait until you develop this 
point. 

Mr. Witi1amson. Economic soundness is waived in those pro- 
grams. 

Senator Dovetas. I want to say I have heard some people testify 
that they are for increasing insurable limits on the $20,000 home to 
the $30,000 home, but are opposed to increasing the insurable limits 
for those displaced by urban renewal for elderly couples with small 
incomes, and so forth. What is your position ? 
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Mr. Hotitoway. Our position is we are for the change as proposed, 
for the increase proposed in the Senate bill. 

Mr. Wiiutamson. In section 221, but we want to differentiate . 

Senator Doueias. For all types of housing, you are in favor of an 
increase ? 

Mr. Witu1amson. That is right, in maximum mortgage limits. 

Senator Doueias. I want to say you are at least consistent, which 
it seems to me some people have not been. 

Mr. Witu1amMson. But we want to differentiate between FHA pro- 
grams based on economic soundness and FHA programs which are 
acceptable risks. 

Senator Doveias. You want insurance programs for those eco- 
nomically sound. 

Mr. Wituiamson. There are so many FHA programs, quasi-welfare 
programs, and in those cases economic soundness has to be waived. 
The 221 program is an example. 

Senator Doveias. You are willing to waive economic soundness? 

Mr. Witi1amson. We see in section 221 a vehicle which will pre- 
vent expansion of public housing. 

Senator Doveras. You are willing to use FHA if it will kill off 
public housing ¢ 

Mr. Wituiamson. There is an essential difference, because section 
221 still provides housing; it still makes a homeowner of the in- 
dividual, and it provides it within the framework of private enter- 
prise. 

Senator Doueias. You may go on. 

Mr. Hottoway. We endorse the provision in S. 57 increasing the 
maximum section 203(1) mortgage from $8,000 to $9,000. 

This program is a source of low-cost housing in outlying areas, and 
such an increase would certainly make the program more effective. 
However, we recommend that the program not be limited to new con- 
struction, but be extended to include existing housing. The existing 
home inventory is still the principal source for upgrading the housing 
standards of American families. 

Limiting any housing program to only new construction presup- 
poses that a new house is the sole choice of the family desiring to pur- 
chase a home. This approach is rejected in all the FHA programs 
except 203(1) and 213, and we believe that the Congress should make 
these programs conform to the philosophy underlying the other five 
Insurance programs—sections 203(b), 207, 220, 221, and 222—all of 
which include existing homes. There are many existing houses in 
rural and outlying areas which may be made available to lower income 
families if the Congress would extend section 203(i) to existing homes 
as recommended herein. 

INTEREST RATES 


Our association does not now and never has believed in high interest 
rates. However, we do believe in rates which are competitive, because 
without this factor the home purchaser is inevitably the loser. Our 
association has on numerous occasions urged the Congress to approve 
some formula which would permit the VA and FHA rates to fluctuate 
below some statutory ceiling such as the present FHA 6-percent 
ceiling, 





HOUSING ACT OF 1959 


. We reiterate our request of the past several years that such flexi- 
bility be written into the law. Without such flexibility, the valuable 
veterans’ home-loan guarantee program will have little future beyond 
its current low level of activity. Without it, the Congress will be 
urged repeatedly to undertake costly but temporary alternatives such 
2s supporting the regular FHA and VA programs with Treasury 
money. 

Last year the Congress made available $1 billion of Treasury funds 
to support programs which needed support only because their fixed 
interest rates were noncompetitive. This $1 billion, at most, could 
contribute to the construction of approximately 75,000 homes. Unless 
the Congress meets the problem of interest rates through a greater 
degree of flexibility, the question of appropriating hundreds of mil- 
lions every year to support programs because of unrealistic submarket 
interest rates will rise again and again to plague the Congress and the 
administration in their pursuit of the common goal of a healthy 
economy and a stable price level. 

‘Senator Dovcias. You are aware, of course, this committee does 
not have any jurisdiction over the interest rate of VA guaranteed 
loans. That belongs to the Committee on Labor and Public Welfare. 

Mr. Hottoway. Yes, sir. 

On the subject of interest rates, we believe that pending the approval 
of an appropriate interest rate formula the immediate objective should 
be an increase in the statutory ceiling for section 207 rental housing 
from its present 414 percent to the 6 percent governing the section 
203 program. 

Section 207 rental housing money was available in 1958 only at 
high discounts. What little was available early this month even at 
high discounts must have vanished when the Treasury issued $750 
million in bonds having a yield of 4.07 percent. The situation is 
further aggravated by a review of the yields on new high grade cor- 
porate bonds. The yields on new issue corporates increased from 3.62 
percent in January 1958 to 4.44 percent in December 1958. Surely 
the Congress should not insist on leaving the section 207 rate at its 
present 414 percent. We hope that an amendment will be approved 
to increase the statutory maximum rate at least in line with that rec- 
ommended by the administration last year. 


COOPERATIVES 


For the same reason advanced in our statement with respect to sec- 
tion 203(i1), we recommend that section 213—management coopers- 
tives—be extended to apply to existing structures. 


GENERAL INSURANCE AUTHORIZATION 


We recommend that the general insurance authorization for the 
FHA programs be placed on a continuing basis as recommended in 
S. 612, thereby obviating the necessity for the agency to make re 
peated estimates and requests for enough additional authorization to 
stay in business, and ending the perennial speculation as to whether 
re FHA will be able to insure mortgages after the Congress goes 
home. 
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Surely the FHA mortgage insurance program in the 25 years of its 
existence has earned a more secure niche in the country’s housing 
statutes than to be the unhappy object of speculation each year as 
to its continued existence. We can think of no more appropriate way 
for Congress to commemorate the silver anniversary of its own child 
than to bestow upon it a permanent continuing authorization. 

Senator Dovetas. Do you know of any time when Congress has re- 
fused to extend authorization for FHA ? 

Mr. Hottoway. No, sir, I do not. 

Senator Dovuetas. Can’t you have a little confidence in Congress 
then ? 

Mr. Hottoway. We have the utmost confidence in the Congress, 
Senator. 

Senator Dovueras. Good. 

Mr. Hottoway. Every once in awhile, when this thing gets a little 
shaky and FHA talks about authorizations running out and you have 
commitments, both existing and in sales housing, as a builder and as 
a broker, it creates quite a problem. 

Senator Dovetas. When that happens, rugged individuals and pro- 
ponents of state action come down here and demand that this state 
agency be given more funds and more authorization. 

“Mr. Hottoway. We are talking about authorization, not funds. 

Senator Doveias. Yes, sir. More reserve of funds, and you make 
a very eloquent plea for state socialism. You overpower us and our 
scruples have to give way to your demands, and so you always get 
what you want. 

Mr. Witu1aMson. I hope you aren’t putting words in our mouth, 
Senator, that we think the FHA is symptomatic of state socialism, 
because we don’t. 

Senator Dovetas. It is a state institution, assuming a function 
which otherwise would be performed by private financial institutions. 
I would say it is a state socialistic institution in the purest sense. 

Tam a little surprised—I always thought the home builder was one 
of the most rugged individuals in the country and now to find them 
continually asking for the extension of this, stirs my risibilities. We 
always disagree with them. 

Mr. Wittramson. We think the FHA is a perfect example of co- 
operation between Government and industry, and it is an excellent 
example of Government’s proper role which is to encourage real estate 
as an industry. 

Senator Dovetas. Is it the function of Government to help poor 
people, too ? 

Mr. Wituiamson. Yes, sir; I think so. 

Mr. Hottoway. Unquestionably. . 

Senator Doveras. Let’s go ahead on that basis and make it a 
partnership. 

Mr. Witi1amson. But primarily local and State government, but 
we think Government has some responsibility. 

Senator Doveras. All right. 

Mr. Hotioway. We also recommend that the National Housing Act 
be amended so as to exempt FHA insured section 203 mortgages from 
the present limitation in the act that national banks may lend no more 
than 60 percent of their time and savings deposits on real estate mort- 
gages. The Servicemen’s Readjustment Act exempted VA-guaranteed 
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loans from this limitation, and we believe that the section 203 mortgage 
should be entitled to the same exc eption. Removal of the limitation 
would enable many commercial banks to increase their participation 
in FHA home financing. <A draft of a proposed amendment jis 
attached herewith as appendix A. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION SECONDARY MARKET 
OPERATIONS 


Maximum mortgage limit: We are pleased to note that 5S. 57 con- 
tains a provision increasing the maximum dollar limit for mortgages 
purchased by FNMA’s secondary market operations from the present 
$15,000 to $20,000, 

However, should the committee approve an increase in the maxi- 
mum insurable mortgage under section 203 to $25,000, as S. 57 would 
provide, then it would appear that the anomaly sought to be corrected 
is still with us. FNMA in its secondary market operations is man- 
dated to conduct its operations consistent with sound business prin- 
ciples. No subsidy is involved; indeed, FNMA even pays the regular 
corporate income tax on its earnings. 

It is our opinion that so long as there is authority for the FHA and 
VA to insure or guarantee a mortgage in excess of $15,000 or $20,000 
there is no logical basis for limiting FNMA operations to mortgages 
of these amounts. We want to nents size that we are talking about 
mortgages purchased under FNMA’s secondary market operations. 
Under special assistance we appreciate that there is a valid basis for 
limiting the dollar amount of mortgages so purchased. 

Senator Dovetas. Here we go. Here you are proposing that the 
Government lend more money to buy mortgages from priv dealers 
and private financial institutions which otherwise would bear it. At 
this time you would have the Government float bonds and with the 
funds purchase these mortgages. This is a direct loan program, 
You may argue that FHA is not socialistic, but you can’t argue 
that FNMA is not. 

Mr. Wiiuiamson. FNMA secondary market operations borrows 
money from the public, and pays—— 

Senator Doveras. Wait a minute, a lot of this FNMA money is 
borrowed from the Government. 

Mr. Wiiutamson. Only the preferred stock. 

Senator Dovue.as, It is Treasury capital. 

Mr. Wiiiamson. Only preferred stock, but it raises its money by 
borrowing from the public and paysa competitive rate. 

Senator Doveias. How much FNMA capital is borrowed from the 
Treasury ? 

Mr. Witu1amson. $23 million in preferred stock, which is to be 
retired as the common stock is accumulated. 

Senator Doveras. Don’t they get temporary loans in addition? 

Mr. Witi1amson. The reason they do that—this is very important, 
Senator—inste: id of FNMA borrowing $100 million and then having 
it remain idle over a 90-day period, they borrow from the Treasury 
and as soon as they owe the Treasury about 90 million or 95 million, 
then they borrow 100 million from the public and repay the Treasury, 
which is sound. It is just like a short-term loan from the bank. 
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Senator Doveias. You do have in addition to $125 million of pre- 
ferred stock, advances from the Treasury. 

Mr. Witiiamson. But it is temporary : advances. 

Senator Doveias. Which is in practice permanent. 

Mr. Witi1amson, I will concede that; FNMA could not do it with- 
out the Treasury standing behind it. 

Senator Dovetas. Don’t you think that this is depending upon the 
Government too.much, couldn’t you have the private banking insti- 
tutions furnish FNMA with the capital? Of course, would you have 
us repeal the power which FNMA has to call upon the Treasury for 
<9 billion, in order to make the building industry really independent 
of the Government ¢ 

Mr. Witiiamson. Isn't that special assistance that you are talking 
about 

Senator Douetas. Oh, no, no. 

Mr. Wittiamson. If there is a backstop in the Treasury, as I recall 
our 1954 testimony, I think we were opposed to it. We don’t think 
that FNMA, in its secondary market operations, really needs a 
backstop. 

Senator Dovueias. We might get together, in other words, eliminate 
the $2 billion back-up whic h the Treasury gives to FNMA. 

Mr. WILLIAMSON. Secondary market operations don’t need a back- 
stop if the Treasury would stop controlling FNMA in its secondary 
market operations. 

Senator Doveras. The secondary market is not the only forum. 
There is also, as was explained the other day, over $1 billion of man- 
agement and liquidating portfolios. Would you have Treasury aid 
for that discontinued ¢ 

Mr. Witiiamson. Under the secondary market operations 

Senator Doucias. They owe the Treasury for this now. 

Mr. Wituiamson. In time that management and liquidating func- 
tion will be fully liquidated. 

Senator Doucias. Why not do it now and get the hands of the State 
out of this? 

Mr. Witit1amson. If FNMA unloaded the portfolio on the market 
there could be serious repercussions. 

Senator Doucias. And you want to maintain this State socialism 
to protect the real estate men. 

Mr. Witiiamson. Back to secondary operations, there is no reason 
for the Treasury to stand behind that at all. If the Treasury would 
just let FNMA issue its taxable obligations to the public at any 
maturity it wants, enough money will be raised from private capit ul 
and from the pension trusts so that the Treasury won't have to be 
around at all. 

Senator Doveras. You are on the secondary side. But I would 
invite your attention back to management and liquidation mortgages. 
Why wouldn't it be a good idea to discontinue all governmental 
support. for those 

Mr. Witiiamson. There isn’t any Government support. That port- 
folio resulted as a result of using Treasury money and that was a 
special assistance function and Congress said that portfolio should be 
liquidated in an orderly manner. 

Senator Doveias. Why not make them get out right now. 

354825950 
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Mr. Wixuiamson. If they did, I am afraid it would have some 
serious repercussions. 

Senator Dovucias. I am informed Congress said in the act of 1954, 
when we had a Republican Congress and Republican administration, 
that the defendants of private enterprise insisted on the Government 
helping bail out the real estate industry. 

I always marvel at the inconsistency of mankind, and particularly, 
the inconsistency of this administration. Go ahead, Mr. Holloway, 
We are having a good time. I hope you are enjoying it as much 
as I am. 

Mr. Hottoway. The most disturbing aspect of FNMA’s secondary 
market operations is the minor role that it plays in the existing home 
market. The legislative history of the FNMA Charter Act, the 
language itself, the role of private money in FNMA’s capitalization 
and financing, all attest to its basic purpose of providing a secondary 
market for FHA-insured and VA-guaranteed mortgages. 

Yet a study of the December 31, 1958, cumulative analysis of mort- 
gages purchased by FNMA reveals that only 11.6 percent of the 
mortgages purchased were on properties 5 years old or over. 

This low percentage of mortgages on used homes purchased by 
FNMA is in sharp contrast to FHA’s mortgage insurance activity on 
used homes. An analysis conducted in 1956 by FHA’s research and 
statistics division revealed that with respect to mortgages insured 
during that year, 53.6 percent were on homes constructed since 1950, 
and 46.4 percent were on homes constructed prior to that year. 

Because of lenders’ concern over FNMA’s selectivity many pur- 
chasers of lower priced used homes, which would ordinarily be accept- 
able to FHA are directed into the higher interest rate conventional 
market and, more often than not, into second mortgages. 

We believe that a simple amendment (app. B) would meet the ob- 
jective which we seek. This would permit FNMA to issue a standby 
commitment on an existing home (as it does now on new construction) 
at a price reasonably below the market sufficient to insure against ex- 
cessive use of FNMA’s facilities for this purpose. 

Thus a lender, by paying for example, a 1 percent commitment fee, 
would at least obtain FNMA’s prior assurance that the home would be 
acceptable to FNMA in the event the lender desires to offer the mort- 
gage at some subsequent date to FNMA’s secondary market operation. 

We therefore strongly urge that section 304(a) of the FNMA Char- 
ter Act be amended to delete the language which now limits the 
standby commitment to new construction. 

In our considered opinion such an amendment would permit greater 
participation by FNMA/’s secondary market operation in mortgages 
on the used home which represents the greatest source of housing to 
the home buying families. 

This change would facilitate the purchase by lower income families 
of low-price existing homes and would reduce the use of expensive 
second-mortgage financing by families who are least able to afford it. 

Short-term loan on FHA and VA mortgages: We recommend that 
FNMA’s secondary market operations be extended to include author- 
ity to make short-term loans, up to 12 months, on the security of 
FHA-insured and VA-guaranteed mortgages. 
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Such a lending authority should require capital stock subscriptions 
by the borrower. Loans should not be in excess of 95 percent of the 
market value of the pledged mortgages and should be with full re- 
course to the borrower to prevent FNMA from becoming a dumping 
ground for mortgages whose security has been impaired, or which may 
otherwise be on the verge of default. 

We are attaching as appendix C a suggested draft of an amendment 
along these lines which we commend to the committee’s consideration. 

We sincerely believe that this extension of FNMA’s authority would 
be consistent with the sound business principles with which FNMA 
conducts its secondary market operations. 

The regional home loan banks in the Federal Home Loan Bank 
System with respect to federally chartered savings and loan associa- 
tions, and the Federal Reserve System with respect to its member 
banks, conduct. lending operations on the security of mortgages or 
other eligible paper. 

This accommodation should be included in this as part of FNMA’s 
secondary market operations to provide mortgage liquidity for bor- 
rowers who do not want to sell their mortgages. We want to empha- 
size that this does not involve the lending of Government funds. 

FNMA’s borrowing authority from the public should be increased 
from its present 10 to 15 times its capital undistributed surplus or its 
portfolio to provide the means for conducting such a lending opera- 
tion. Appendix D is a suggested amendment to accomplish this. 

We believe that within the framework of the present Federal Nat- 
ional Mortgage Association we have the basis for a sound central 
mortgage facility which, to an appreciable extent, could provide mort- 
gage liquidity for the FHA and VA sectors of the mortgage market 
comparable to that provided the federally chartered savings and loan 
associations and the national banks by the regional home loan banks 
and the Federal Reserve System, respectively. 

We do not know whether the proposed lending operation will be 
the complete answer, though we are certain that it will be a decided 
step toward solving the problems which flow from periodic fluctua- 
tions in the availability of residential mortgage credit. 


FNMA SPECIAL ASSISTANCE FUNCTIONS 


We urge that the committee not revive the mandatory par purchase 
requirement for mortgages eligible for special assistance. 

I want to make it clear that our opposition to the par purchase re- 
qurement should not be construed as opposition to the purchase of 
any special assistance mortgages at par. But we do oppose a re- 
quirement for support at par, or at any stated price, of all of the nine 
classes of mortgages which today are eligible for special’ assistance. 

A review of the different mortgages eligible for par support with 
Treasury money underscores the unreasonableness of the request. 
These mortgages run the gamut from certain FHA 203’s which are 
acceptable to the private market to section 221 mortgages whose 
marketability has not been firmly established. 

etween these two we have the military 414 percent loan which is 
as acceptable as a Government bond, and the section 213 mortgage 
which was financed by private sources in substantial amounts until 
FNMA moved into the picture with par Treasury money. 
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To require that all these mortgages be purchased at the same price 
presupposes that all of them have the same degree of acceptability or 
unacceptability in the market. This of course is not the case. 

We believe that FNMA should establish the prices at which these 
mortgages should be purchased in the light of the intent of Congress 
that these programs accomplish their objectives. We believe “that 
FNMA has administered the program with this objective in mind since 
the mandatory par purchase requirement expired last August. Be- 
cause of the commendable manner in which the agency has exercised 
its discretionary authority, no special assistance program has suffered 
any adverse effects. 

I might say at this time, in the process in B: aton Rouge, La., where 
we have a workable program in my own firm, we are building houses 
under the provisions of section 221 of the Nation: al Housing Act. We 
are building 186 in the first go-around, and at the time we applied 
for our commitments at FNMA, I believe the price was 99.5. The 
marketing fee is three-fourths and I believe the commitment fee is 
three-fourths, making a total of 2 points, and we are able to operate 
under this. 

Senator Dovetas. How much do these houses sell for ? 

Mr. Hottoway. Our houses that we are building will sell for $9,000 
on a curb and gutter street with sidewalks. They are brick veneer; 
they have a built-in Tappan range, and often, steel windows, and 
attic fans, because we have to keep cool down in the South, and screens. 
of course. 

Senator Dovetas. What would be the income level of people who 
live in these houses ? 

Mr. Hottoway. Under the progr am that we have, the monthly 
payments will be approximately $52 a month, sir, and that includes, 
of course, taxes and insurance. 

Senator Doveias. And does that include amortization ? 

hes Hottoway. Yes, sir: that is a 40-year FHA insured loan with 

; percent interest plue one-half percent for servicing, I mean for 
ations insurance. In other words, really a 534-percent figure, 
basically, in terms of thinking. 

Senator Doveras. Do they have basements ? 

Mr. Hottoway. No, sir: we don’t have basements in our part of the 
country. We would be flooded out all the time. Don’t misunder- 
stand me, we have a seepage condition; houses don’t flood, but we 
are a little on the swampy side there. 

I might say this, while we are talking about this section 221 pro- 
gram, that I am chairman of the mayor’s low cost housing com- 
mittee for the city of Baton Rouge and we have worked for a solid 
year in a diligent effort to provide housing for low-income groups 
in the city of Baton Rouge, sir. 


COMPOSITION OF THE FNMA BOARD OF DIRECTORS 


In recognition of more than $38 million in common stock pur- 
chased and held by the users of the secondary market facility, we 
recommend that the Administrator of the Housing and Home Finance 


Agency be authorized to appoint one director from among the common 
stockholders of the association. 


Such 
ing the 
operat 


The 
tive G 
homes 
gress { 
nation 


Mr. 
thority 
wish p 
menda 

.F 
it is a 
health 

2. T 
be sub 
which 
conser 


We 
would 
a com! 
as it sl 
author 
thoriz: 
in the 
of net 

We 
tion as 
if the 
adopte 
of shui 
vastly 
dollar 


In I 
condit 
Act w 
guishe 
Under 
and cc 
well a. 
urban 

Ith 
treme! 


— w Cv 





HOUSING ACT OF 1959 781 













Such an amendment should contain appropriate language restrict- 


ing the authority and services of this director to the sec ondar y market 
opel rations of FNMA. 







VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 












The voluntary home mortgage credit program has proven an effec- 
tive Government-private industry mechanism for the financing of 
homes for many families in san aller communities. We urge the Con- 
gress to extend its life for 2 years beyond its present July 31 termi- 
nation data as provided in S. 612. 


URBAN RENEWAL 















Mr, Chairman, we support the 6-year extension of obligational au- 
thority for capital grants for urban renewal provided in §, 612. I 
wish particularly to invite the committee’s attention to two recom- 
mendations that we make: 

1. That no community be eligible for financial assistance unless 
it is actively engaged in the enforcement of an adequate code for 
health and safety i in 1 housing; and 

2, That applications for ‘capital grants in urban renewal programs 
be subject to a priority system that will encourage more programs 
which will include the elements of neighborhood rehabilitation and 
conservation. 





CAPITAL GRANTS 


















We endorse those provisions of title ITT of the bill, S. 612, which 
would (1) change the procedure for making planning grants so that 
a ST eninsite may share in the cost of such planning i in the same ratio 
as it shares in the cost of the project; and (2) extend the obligational 
authority for capital grants through fiscal year 1965 with a total au- 
thorization of approximately $1.35 billion’ and a gradual reduction 
in the Federal financial participation from the present 6624 percent 
of net project cost to 50 percent beginning with fiscal year 1962. 

We do not believe that reduction in the Federal financial contribu- 
tion as set forth in S. 612 means less urban renewal. On the contrary, 
if the two recommendations of our association, as set forth below, are 
adopted the end result must surely be a marked decline in the growth 
of slums. These suggested policy changes would ultimately insure a 
vastly greater amount, of improvement in relation to each Federal 
dollar spent. 


CODE ENFORCEMENT 
















In Federal legislation to assist the cities in combating unfit housing 
conditions one of the principal advances made in the 1954 Housing 
Act was to establish the broad concept of ‘ ‘urban renewal” as distin- 
guished from the more limited process of “urban redevolpment.” 
Under the broader program cities were to be given encouragement 
and cooperation in programs that would promote rehabilitation, as 
Well as total clearance in bringing about the restoration of rundown 
urban areas. 

It has become clear that this approach, with its potential of curing 
tremendously costly total clearance procedures alone, must rest upon 
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many times as much urban deterioration as could be hoped for under 
a foundation of firm enforcement of city ordinances that require 


property owners to meet adequate health and safety standards for 


structures to be used for human habitation. In qualifying for Fed- 
eral assistance in urban renewal programs cities are quite properly re- 
quired to present “workable programs” committing themselves, 
among other things, to engage in this indispensable type of local goy- 
ernment action. 

However, the cities are not required to show performance, but only 
to indicate a general intention to engage in future performance, 
Under existing administrative practices this may remain the case long 
after cities have received tangible financial assistance from the Fed- 
eral Government. 

Therefore, we strongly urge that the Congress insure, by stautory 
requirement, that no city be eligible for direct Federal financial as- 
sistance in the form of capital grants for urban renewal until the eity 
shows that it is actually engaged in the vigorous enforcement of a city 
ordinance requiring all structures used for dwelling purposes to meet 
modern, reasonable, and adequate standards of health and safety. 


REHABLLITATION 


The process of urban renewal, conceived of as a broader program 
than urban redevelopment, has unfortunately remained overwhelm- 
ingly no more than redevelopment with lesser emphasis on rehabilita- 
tion than must have been contemplated by the Congress in the 1954 
act. The municipalities have not been given adequate encouragement 
or incentive to launch the broader scale programs, such as those em- 
phasizing rehabilitation, with their greater potential in improvement 
per dollar of Federal money expended. Administrative action to 
place the required accent on the broader scale approach requires, in 
our opinion, some specific expression of policy on the part of the 
Congress. 

We therefore recommend for the committee’s consideration an 
amendment to title I of the Housing Act of 1949 to require the estab- 
lishment of a system of processing urban renewal applications that 
would give priority to those applications which propose urban renewal 
programs based predominantly on rehabilitation and conservation 
procedures. 

As of January 1, 1959, the Federal Government had committed 
itself to $350 milhon in capital grants to cities for the purpose of 
carrying out urban renewal programs, and by the same date disburse- 
ments on executed projects were $156 million. Most of the funds 
committed are for total clearance undertakings—not only a tremen- 
dously costly process but an extremely slow-moving one. With this 
much total clearance work in the “pipelines,” we submit that it would 
now be timely to establish a priority system giving an advantage now 
to those cities that propose to approach suitale problem areas with the 
determination to save and rehabilitate everything worth saving and 
to demolish only those structures that are unfit for rehabilitation or 
that will not mesh in an urban renewal plan. 

Senator Dove.as. In other words, you are for the administration 
bill and opposed to the Sparkman bill and Clark bill; is that right! 

Mr. Hotioway. I wouldn’t say that. 
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Mr. Witu1amson. I don’t think that determining how much money 
is actually needed for urban renewal is anything like an exact science. 
We think on the basis of the history to date, that the administration 
is requesting an adequate amount and we do believe, however, that 
with these two amendments we suggest that the dollars will go further 
in urban renewal by concentrating on rehabilitation and at least re- 
quiring that communities have an adequate housing code and enforce 
It. 

Senator Doucias. Suppose we were to put these two requirements 
in the Sparkman bill or the Clark bill, would you be in favor of the 
Sparkman bill or Clark bill ? 

Mr. Wittramson. I can’t speak for the directors of the association, 
but I feel confident, from my own personal experience that we would 
be for it, even though the amount of money for urban renewal is in 
excess of that which the administration recommends, because we don’t 
know just what it takes to really do the job. 

We do know that there just isn’t enough money to do the job that 
everybody would like to have done. We can’t through the total clear- 
ance concept, get rid of all the slums and blighted areas. 

Senator Dovetas. Are you for that or not for it ? 

Mr. Witti1amson. Pardon ? 

Senator Dovueias. Are you for the program of clearing the slums 
and blighted areas, or do you want to have the program cut down ? 

Mr. Wituiamson. We are for the objectives of urban renewal. We 
just believe that there ought to be more local participation, not only 
financially, but through enforcement of housing codes and requiring 
that all programs have some aspects of rehabilitation and conserva- 
tion. 

Senator Douetas. That is, you want to have the Federal share cut 
down from two-thirds to one-half. 

Mr. Wittr1amson. We have endorsed that. 

Mr. Hottoway. Over a period of time, Senator. 

Senator Dovuetas. Over a 6-year period. 

Mr. Wixx1amson. Let me say this, while we have not mentioned 
this in our testimony, because it is a matter that is not before this com- 
mittee, this committee does not have jurisdiction of it, but in our policy 
statement, that we tie this to another recommendation that the Fed- 
eral Government surrender certain taxing areas to the States so that 
the States will have more revenue to do some of these things which 
we believe are inherently local problems. 

Senator Dovetas. Senator Clark ? 

Senator Ciark. I suppose your organization, Mr. Holloway, is still 
opposed to public housing. You didn’t say so, but I imagine that is 
basic in your creed, isn’t it? 

Mr. Hotitoway. That is correct, Senator. 

Senator CLarK. You are not concerned about the relocation prob- 
lem, because you think that private industry can take care of all these 
slum families if they have to move out of urban renewal areas. 

Mr. Hottoway. On the contrary, Senator, we are concerned about 
the relocation problem. 

Senator CLARK. What are you going to do if you don’t have any 
public housing ? 
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Mr. Hottoway. I can only give you an example of our own commu- 
nity, where we have a workable program. ‘There we do not have 
public housing except maybe, 50 units, I guess, in a city of 200,000 
people, sir, and we recognized that there were going to be a number 
of families displaced primarily as a result of highway action and 
they have other changes coming through. 

Senator CLark. How many families have you actually relocated by 
reason of governmental action so far in Baton Rouge ¢ 

Mr. Hottoway. To my knowledge, there have been approximately 
150 families that have been moved as a result of one of the first legs 
of the expressway coming in. A number of these families were in 
areas that were in old homes, where they were able to repurchase be- 

cause from the homes they had they received a sufficient amount so that 
they were not interested in going into relocation housing. 

However, there were a number who were people who were renters 
in apartments, one-, two-, three-, and four-family apartments. We, 
of course, as you know under FHA, are required to give them 60 days 
priority in buying into the 221 program. 

We wrote them personal letters, and I am happy to say a number of 
them have called upon us, and we are in the process of selling these 
families houses under section 221 at $9,000, sir, and I would also like to 
say this, Senator, while we are on the subject —— 

Senator CLarK. Excuse me, were these white families or Negro 
families? Or both? 

Mr. Hottoway. Down our way, we refer to them as white and Negro, 
In some other areas they call them minority groups. 

Senator Ciark. I am half Louisianan you know. 

Mr. Hotnoway. Good. Under the FHA allowance, that was spelled 
out for 1959, we were allowed 412 units for white, and 412, I believe, for 
Negro. 

Senator CxiarK. That is new construction. Excuse me. I think 
you misunderstood me. I think we are talking at cross purposes. 
What I wanted to know was whether the 150 families that you have 
moved successfully in $9,000 homes, are all white or all Negro or 
some each ? 

Mr. Hottoway. This was in a white area, Senator. 

Senator CLark. Was itaslum area é 

Mr. Hotioway. No, it was not, the expressway is going through. 

Senator CLarK. Sometimes expressways do go through slum areas. 

Mr. Hortzoway. There were some substandard units in the area. 

Senator Ctark. Wasn’t it predominantly a blighted area, though! 

Mr. Hotitoway. No, sir. 

Senator CiarK. My intention was to develop how many more fami- 
lies you anticipate governmental action, whether it be highway or 
urban renewal, or the like, will be displaced over the next 4 years. 
How are you going to relocate them, because I am sure you would 
be the first to agree that many of them are not going to be able to 
afford $9,000 homes? 

Mr. Hotioway. I am glad you asked that question, Senator. We, 
of course, will have quite a bit of relocation as a result of highway 
action, but also, in housing code enforcement, where we are going to 
probably insist on adequate plumbing facilities and so forth. There 
will be a great deal of that. Now, we have fortunately in our com- 
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munity a very fine Negro university consisting of about 7,000 
students 

Senator Cuark. Excuse me if I interrupt you for just a second. 
Are you planning any urban redevelopment in Baton Rouge? 

Mr. Hottoway. At this time we are not, sir, because we do not 
have adequate State enabling legislation in Louisiana. 

Senator CuarKk. Then excuse me—I don’t think my question was 
pertinent. I was under the impression you were going to do some 
urban development which, in turn, would cause a lot of relocation. 
If you do not have any urban developing, perhaps your need is not 
as great as I thought. 

I have no further questions. 

Excuse me, we are trying to get along. 

Don't let me cut them off, Senator. 

Mr. Witutramson. I think Mr. Holloway is through with his pre- 
pared statement. I just want to add one thing about the approach 
of our association on this whole relocation problem, and let me 
assure the committee and the Senator, that we are as anxious to solve 
this problem as anyone. In fact, we have a committee known as 
build America better committee, and I am very proud to say, we spend 
more money on our build America better activity, than we do in our 
legislative service. 

Now, what we are trying to do, is to try to sell our realtors with 
the idea that relocation can be good business for the realtor. We 
have prepared visual aids, and I wish we could have an opportunity 
to show the slides, the before and after slides, of what realtors have 
done on the section 221 program, both in the South and in the North, 
and with new construction, and rehabilitation of existing housing. 

Senator Ciark. There just isn’t any section 221 program in the 
North. We have figures in here which will show east of the Missis- 
sippi, and north of the Ohio and Mason-Dixon line, there are only 45 
projects in the whole country. 

Mr. WiniramMson. Senator, if we had the slides here, and we can 
have them at any time, we can show you pictures of plenty of section 
221 housing in Columbus, Ohio and elsewhere. 

Senator CLark. That is where those little units are. That is the 
only place in that whole area. There are few in Michigan. 

Mr. Witu1amson. I would like to submit for the record, the script 
of our build a better America committee which is entitled “Relocation 
Is a Realtor’s Business.” This paper made to accompany a visual 
presentation relates some of what has been done under the section 
221 program. 

Senator Doue.as. It will be inserted. 

(The document referred to follows :) 





RELOCATION Is A REALTOR’S BUSINESS 


Build America Better Committee, National Association of Real Estate Boards, 
Washington, D.C. 


1. In every section of the country families are being displaced by some form 
of Government activity—literally forcing them to find new homes. What does 
that mean to a realtor? We want to tell you today how relocation of displaced 
families fits into a realtor’s activities, how it helps him expand his activities. 


We want to tell you, in fact, that relocation of displaced families is a realtor’s 
business. 
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2. With that in mind the build America better committee has prepared this 
film slide documentation of relocation activities under section 221 insured 
financing in some American cities. 

3. Families are displaced in urban renewal programs, by expressway and 
highway construction, enforcement of city housing codes, construction of 
schools, parks, public buildings, and other Government activities at national, 
State, and local levels. 

4. Congress has created a brandnew housing market for realtors in section 
221 Federal Housing Administration mortgage insurance. Under section 22] a 
family displaced from its home, or threatened with displacement, may buy an 
existing home or a new one. The maximum insured mortgage is $9,000 to 
$10,000 in high-cost areas. There is no downpayment except $200 toward 
covering closing costs. Interest rate is 54% percent. The term of the mortgage 
may be up to 40 years. 

5. Section 221 insured financing has been used for the building and sale of 
single-family dwellings in scattered sections of cities and for development con- 
struction. This shows the entrance to Cavalier Manor in Norfolk, Va., a de- 
velopment built by William Witt, of Virginia Beach. 

6. Bill Witt calls Cavalier Manor a rehabilitation project because he bought 
old Lanham Act housing like this; 

7. Divided the multifamily structures into single units—moved them to a new 
location ; 

8. And produced single-family dwellings that look like this. Two-bedroom 
houses at Cavalier Manor sold for $7,600. Cavalier Manor is a development of 
400 single-family homes, and was started in June 1957. Our latest report listed 
more than 300 now occupied. 

9. Three-bedroom frame houses at Cavalier Manor sell for $8,400. There 
is no basement, but each has a storage room. The three-bedroom dwellings have 
one and one-half baths. Three-bedroom brick houses are $9,000. 

10. In both the two- and three-bedroom dwellings, Mr. Witt said mortgage 
terms were arranged so monthly payments are about $50. 

11. This shows another Cavalier Manor home in the same price category, and 
indicates the varied style of architecture in this development of lower cost 
homes available to displaced families with no downpayment except $200 toward 
covering closing costs. Although Mr. Witt refers to his development as reha- 
bilitation, the FHA said the rehabilitation was so extensive that the dwellings 
were approved for 40-year mortgages. Mr. Witt said very few families in the 
development wanted 40-year mortgages. Most of them wanted 25- and 30-year 
terms. 

12. Let’s take a quick look at some interiors of Cavalier Manor homes. Every- 
one who shows pictures of houses shows one of a bathroom, so bere we are. 

18. And the kitchen. 

14. And finally. a section of a bedroom. 

15. There also has been a substantial amount of new construction under section 
221 in Norfolk. Here is the Plymouth Park development as construction was 
started by the Dale Fairless Realty Co. Plymouth Park will have 360 homes 
with more than half of them now completed. 

16. These new dwellings sell for $9,000 with $200 toward closing costs. With 
a 40-year mortgage, monthly payments are $57. 

17. Here is another Plymouth Park $9,000 home. Lot sizes in this development 
are 60 by 100 feet. 

18. The houses have five rooms, including kitchen, and gas heat. 

19. New construction under section 221 insured financing has not been con- 
fined to any single section of the country. Here is a new house in Detroit by 
Holtzman & Silverman that will be sold for $9,000. As in Plymouth Park in 
Norfolk, costs for streets, sewers, sidewalks, etc., are included in the purchase 
price. Taxes and hazard insurance also are included in the monthly payments. 
This particular house is being used as a model house. 

20. The houses shown here also were built by Holtzman & Silverman to sell 
for $9,000 under section 221. These houses have 51%4 rooms and are on 40-foot 
lots. There is no basement. Again, taxes, insurance, and public improvements 
are included in the purchase price. 

21. Here is a house in Corpus Christi, Tex., that sold for $8,100 under the 
section 221 mortgage insurance program. There was no downpayment except 
$200 toward closing costs. Before buying this house with payments of $63 a 
month, the buyer formerly rented a dwelling at $25 a week. This five-room house 
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is located on a 60- by 117-foot lot. The builder is Realtor R. O. Woodson, of 
Corpus Christi. 

» This Woodson-built house in Corpus Christi sold for $8,550. Monthly 
payments are $63. This buyer formerly rented at $20 a week. This five-room 
house is on a 60- by 117-foot lot. 

28 Another Woodson house in Corpus Christi is this five-room house that 
sold for $8,750, with no downpayment except $200 toward closing costs and pay- 
ments of $64 a month. Again the lot is 60 by 117 feet. Heat is gas. 

24. This Woodson house in Corpus Christi sold for $8,200 with payments of 
$62 a month. This five-room house is on a lot 60 by 110 feet. 

95. Here is a house in Augusta, Ga., that sold for $8,500 with no downpayment 
except $375 for closing costs. Under a 40-year mortgage payments are $51 a 
month. 

26. This newly built house also is in Augusta and the same statistics apply 
to both. Each house has six rooms, gas heat, and each is on a 60- by 125-foot lot. 

27, This house by Realtor James K. Taylor in Huntsville, Ala., sold under 
the section 221 program for $9,500 with closing costs of $375 and a downpayment 
of $300. Under a 30-year mortgage, monthly payments are $65. The house has 
five rooms and is on a lot 50 by 170 feet. The buyer formerly rented for $75 
a month—$10 more than the payments on the new house. 

298. This new Taylor house in Huntsville sold for $7,750 with a $500 down- 
payment and $250 for closing costs. Monthly payments under the 30-year 
mortgage are $51.22. This five-room house is on a lot of 60 by 115 feet. The 
puyer formerly rented for $40 a month. 

29, Existing houses also are being bought and sold extensively under section 
221 program in Huntsville. Here is one that sold for $8,800 with $200 down- 
payment and $314.95 for closing costs. Under a 30-year mortgage monthly 
payments are $55.02. The buyer formerly rented at $70 a month. In a letter 
to our office dated October 30, Mr. Taylor said in part: 

“The city, under code enforcement, has issued 214 section 221 certificates, 
making a total of 398 certificates issued in the city of Huntsville to date.” 
(This means in the last year.) 

Mr. Taylor’s firm also has a mortgage department. He added: 

“Our company is now servicing $1 million in 221 mortgages, representing loans 
on 110 existing houses bought under the 221 program. Another 60 loan appli- 
cations on existing homes are now being processed. In our opinion 90 percent 
of the existing homes now being bought in Huntsville are being bought under 
the 221 program.” 

30. Here is another existing house in Huntsville. The sale price was $9,000 
with a $325 downpayment and $324.60 for closing costs. It’s a 30-year mortgage 
and monthly payments are $63.03. 

31. The sales price of this existing house in Huntsville also was $9,000, but 
with $350 downpayment and $346.60 for closing costs. It also has a 30-year 
mortgage and monthly payments are $61.53. This buyer formerly paid rent of 
$75 a month. There was no rehabilitation on any of these three houses. 

32. Section 221 insured financing may be used to purchase existing homes 
whether or not they require rehabilitation. If the dwelling does not require 
rehabilitation to obtain FHA approval, it must be sold to a displaced family— 
with certain exceptions. If the sales price of the dwelling involved 20 percent 
or more in rehabilitation, it may be sold to any family under section 221 terms 
after having been held 60 days for a displaced family. The sales price of this 
existing house in Norfolk was $8,000. There was no downpayment. Closing 
costs were $290. The purchaser undertook a 25-year mortgage and monthly 
payments are $66. This is a five-room house with gas furnace on a 60- by 100- 
foot lot. : 

33. This seven-room existing house in Norfolk was sold to a displaced family 
for $8,000. There is a 25-year mortgage and monthly payments are $65.48. 
There was no downpayment and closing costs were $322. 

34. Another existing house purchased by a displaced family in Norfolk is 
this dwelling for which the buyer is paying $9,000 under a 25-year mortgage 
with monthly payments of $68. There was no downpayment and the amount 
paid for closing costs was $349. This is a five-room house with gas furnace 
on a 60- by 100-foot lot. There was no rehabilitation required on this house 
or either of the last two we have shown to get FHA approval for section 221 
mortgage insurance. In each case the buyer previously had been a renter and 
the purchasers of these houses reported that they preferred to buy these dwell- 
Ings because of the convenience to schools, shopping, and transportation, and 
that they received such extras as venetian blinds and landscaped grounds, 
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35. Let’s look at the contrast in existing houses available for displaced families 
under section 221 insured financing—even in major metropolitan areas. This 
eight-room house in Milwaukee was purchased by a displaced family for $9,200, 
Closing costs were $182. Monthly payments are $55 with a 25-year mortgage 
with no downpayment. There is a coal furnace and the lot is 30 by 120 feet. 

36. The house in the center also is in Milwaukee. It sold for $10,650 with $650 
downpayment and $75 for closing costs. With a 20-year mortgage monthly 
payments are $67.40. Lot size is 38 by 127 feet. Neither of these Milwaukee 
houses required rehabilitation to meet FHA standards. 

37. One of the cities making most extensive use of section 221 insured 
financing is Chattanooga. This 3-bedroom brick house is 1 of 150 of varied 
designs in the Lake Vista development just outside of Chattanooga. The sales 
price was $9,000 with closing costs of $307. Monthly payments are $60 with a 
40-year mortgage. The mortgagees, James R. Chamberlain Co., did the FHA 
paperwork on all 150 houses in 1 day. The builder is John Kemp, Jr. 

38. This is 1 of 20 new houses in Arlington Park Place, within Chattanooga's 
city limits, built by James R. Chamberlain, Jr., and Ralph Cameron. All 20 
were sold under section 221 insured financing before construction was completed. 
The sales price was $9,000 with payments of $60 a month and a 40-year mortgage, 
Closing costs were $323. Style of architecture varies but each house has three 
bedrooms, ceramic tile bath, built-in oven and range, storage space, electric 
heat, aluminum sash and doors. Floor space is 960 square feet. 

39. There also has been a lot of rehabilitation and sale of existing houses in 
Chattanooga under the section 221 program. This three-bedroom house was sold 
for $8,500 after $3,040 was spent on it for new stucco exterior, plastering 
throughout, painting, papering, foundation repairs, insulation of attic, and new 
gas furnace. Under a 30-year mortgage, payments are $63 a month. 

40. Here is another rehabilitated house in Chattanooga purchased by a widow 
for $8,950 with a 25-year mortgage and payments of $71.50 a month. Major 
rehabilitation was a new roof with interior and exterior refinishing and painting. 

41. Like many other cities, Columbus, Ohio, is combining its neighborhood 
conservation and urban renewal program with expressway and highway con- 
struction programs. This picture shows some of the land cleared in the express- 
way program. The buildings in the background will be cleared under the city’s 
slum-clearance program. More than 1,200 families were displaced and relocated 
into existing dwellings during 1957 in the Columbus programs. Section 221 
insured financing was used extensively in the Columbus relocation activities. 

2. Here is a house in a Columbus slum-clearance area. A family formerly 
paid $80 a month to rent the second floor. 

43. That family now is buying this rehabilitated house on a 30-year mortgage 
for $9,000 at $61 a month—or $19 a month less than they formerly paid in rent. 
Realtor John F. Havens, a pioneer in the seetion 221 program, said rehabilitation 
to this house consisted of thorough cleaning inside and out, painting of several 
rooms, exterior painting, new plumbing fixtures, and minor carpentry repairs. 

44. Another family formerly paid $62 a month to rent the second floor of this 
old brick building which has been condemned in the Columbus slum-clearance 
neighborhoods. 

45. That family is now buying this rehabilitated house for $7,000, with pay- 
ments of $55 a month, $7 a month less than they paid in rent for a substandard 
house condemned in the Columbus slum-clearance program. Here again repairs 
were of a minor nature involving primarily cleaning, painting inside and out, 
new screens, spouting, etc. 

45. A family of four paid $58 a month for an apartment of four rooms, base 
ment, toilet, but no bath and no furnace, in a center apartment of this old row 
house in a slum-clearance neighborhood in Columbus. 

47. They are buying this rehabilitated house for which they are paying $10,000 
(Columbus has been designated a high cost area for 221 financing). Payments 
are $63 a month under a 20-year mortgage. 

48. Some of the dwellings Mr. Havens bought, rehabilitated, and sold under 
the section 221 program required extensive rehabilitation, some minor rehabili- 
tation, and some required no rehabilitation. Here’s a house he bought for $7,000 
for rehabilitation and sale. FHA approved it for section 221 financing if he 
would give it two coats of paint, repair the rear steps, repair two downspouts, 
paper two bedrooms and repair the screening. Mr. Havens said that in addition 
to what FHA required, he would install new kitchen floors and kitchen facilities, 
paint other rooms, put new wainscot in the bathroom, install some new fixtures 
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and new screening. He said the FHA-required improvements would cost about 
$600. Mr. Havens estimated the improvements he proposed would cost about 
$1200 for a total investment of $8,200. He said he thought the house would 
then sell for between $9,500 and $10,000. The house has six rooms, gas furnace, 
full basement and garage. 

49, Realtors in Pittsburgh recently initiated a program to provide lower cost 
housing through rehabilitation. Realtors John J. Lawler, Jr., and Ray R. 
Barone bought this house for $5,850. Modernizing the bathroom and kitchen, 
general painting, papering, carpentry work, new closets, electrical and plumb- 
ing fixtures, exterior painting, and cleaning cost them $2,894.50—for a total cost 
of $8,744.50. 

50. The dwelling now looks like this, and the sales price is $10,000. With a 
9-year mortgage, monthly payments will be $71.50 not including taxes which 
have been estimated at $8.75 a month. 

51. These pictures prove that section 221 insured financing helps solve reloca- 
tion problems in existing housing requiring rehabilitation—in existing dwellings 
that do not require improvements, and in the new-housing field. Section 221 
offers a new and readymade market to realtors. And, as these pictures show, 
it has helped create new homeowners. 

52. If families are being displaced in your community by some form of govern- 
ment activity—any form of government activity—be sure that your community 
is approved for 221 insured financing. Most families have never heard of sec- 
tion 221 of the Housing Act. It is up to the realtor to know what it is, how it 
ean be used, and to help them. Relocation is a realtor’s business. 

Senator CLarK. The section 221 program is just not effective. That 
is clearly established by the testimony. 

Mr. Witr1amson. I will admit that it is nothing to crow about, 
but has the ingredients of a good relocation program. 

Now there are always going to be some people who are too poor 
to get. into section 221 housing. 

Senator CLark. About 75 percent of those who have to be relocated. 

Mr. Witi1amson. There are people who are too poor to get into 
public housing and with some of the amendments 

Senator Ciark. I could not disagree with you more. Too many 
of the people in public housing are there because they are on relief; 
that is most unfortunate. They get into public housing out of their 
relief checks. They are never too poor to get into public housing. 

Mr. Wittiamson. On the question of public housing, I think the 
best argument I have read in the 6 or 7 years that I have worked on 
this, is a quotation from Warren Vinton, who I think is probably 
the most articulate spokesman on that subject. 

Now I realize I am quoting him out of context, but I think that 
Warren Vinton in his speech last October, before the NAHRO con- 
vention, expressed some disenchantment with the program when he 
said that after all, a house is a personal thing. He thought that we 
ought to get away from the institutionalized concept of somebody 
being a tenant of the Federal Government. He broached the subject 
of the rent certificate, that it would be better for those people who 
are so poor that they can’t come in to good existing housing, whether 
it is section 221 or any other program, that they be provided the 
means for renting private housing which meets the housing code, 
that ought to be a prerequisite. Now that was an old idea of ours. 
It was scoffed at considerably in 1949 and 1950, and we were very 
happy when Warren Vinton mentioned it, although I don’t think his 
Speech was received very enthusiastically at the NAHRO convention. 
I do think it is significant that this great architect of the public hous- 
ing program did come up with that idea. 
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Senator Crark. I think if Mr. Vinton were here, he would agree 
you are quoting him out of context. _ 
~ Senator Sparkman. Senator Proxmire? 

Senator Proxmire. No questions. 

Senator Sparkman. Senator Byrd? 

Senator Byrrp. No, thank you. 

Senator SparkMAN. Senator Muskie? 

Senator M<sKkre. No, thank you. 

Senator Dovetas. I understand you are in favor of the rent stamp 
system similar to the food stamp system that we had during the 
thirties. 

Mr. Hortoway. I remember the food stamp system very well. 

Mr. Wiii1amson. Senator, there are two ways of expressing this: 
One to make it look very dreary and one to make it look exactly like 
it is. There are people who are too poor to feed themselves properly 
and to have shelter and to have other necessities. I think it is a 
natural function for private and public welfare agencies to take care 
of those people and I believe that in the long run the people would 
be better taken care of with some such a program than with 

Senator Dovucias. With a rent stamp program. 

Mr. Witutamson. We prefer to call them certificates. It is a 
subsidy whether it is in public housing or through rent assistance. 
<ither way it is still a subsidy. 

Senator Dovetias. Thank you very much. 

Senator Proxmire. We have had that viewpoint expressed. Has 
your organization gone on record in any way or was it just a favor- 
able reaction to that aspect? You said something about having 
originally proposed or suggested this kind of thing 10 years ago. 

Mr. Witriamson. Yes, in 1949 and 1950. 

Senator Proxmire. I was wondering if recently there has been 
further affirmation of any official kind by your organization? 

Mr. Wiu1aMson. Yes, I am sure that policy of our organization 
still stands. 

Senator Proxmire. Has any study been made to consider how to 
compare costs with public housing ? 

Mr. Witx1amson. No, I am afraid not, Senator, although I recall 
hearing someone reading on the Senate or House floor the discus- 
sion of the cost of present public housing—something about that. 
I just make this as an off-the-cuff opinion that in the long run it 
would cost a lot less. In fact, I think on the floor of the House one 
year, there was evidence, which I thought was rather weighty, that 
it would cost a lot less for the Federal Government and for the tax- 
payer, if each tenant in a public housing project were to be given 
a fee simple title to his unit instead of having taxpayers subsidize 
the unit for 40 years. 

Senator Crarx. A lot cheaper to house them in tents, too. 

Senator Dovetas. Thank you very much, gentlemen. 

Mr. Hortoway. We thank you very much for this opportunity to 
express the views of our association. 

(The appendixes to Mr. Holloway’s statement follow :) 
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APPENDIX A 


PproposED AMENDMENT TO 8. 57 To AMEND THE NATIONAL Housing Act To PERMIT 
NATIONAL BANKS To LEND MORE OF THEIR TIME AND SAVINGS DEPOSITS ON 
SecTION 203 FHA-INSURED HOME LOANS 


On page 3, beginning on line 9, insert a new section to read as follows: 

“Sec. 104. Section 203 of the National Housing Act is amended by adding at 
the end thereof the following new subsection : 

“(j) Loans secured by mortgages insured under this section shall not be 
taken into account in determining the amount of real estate loans which a 
national bank may make in relation to its capital and surplus or its time and 
savings deposits.” 

Renumber subsequent sections of title I of S. 57. 

Note.—This amendment would place FHA-insured home loans on the same 
basis as those guaranteed by VA with reference to the persent limitation that 
no more than 60 percent of time and savings deposits of national banks may 
be lent on real estate. 

APPENDIX B 


ProrvosED AMENDMENT TO S. 57 To AMEND THE FNMA CHarTER Act To PERMIT 
STANDBY COMMITMENTS To BE MADE IN FNMA’s SECONDARY MARKET OPERA- 
TIONS ON MORTGAGES ON EXISTING HOMES AS Now APPLICABLE ONLY TO NEW 
CONSTRUCTION 


On page 65, beginning on line 8, insert a new subsection to read as follows: 

“( ) The last sentence of section 304(a) of such Act is amended by striking 
out ‘advance planning of home construction’ and inserting in lieu thereof ‘home 
financing’.”’ 

Reletter the subsequent subsection of section 701 of S. 57. 


APPENDIx C 


PROPOSED AMENDMENT TO S. 57 To AMEND THE FNMA CHARTER ACT TO AUTHORIZE 
FNMA IN ITS SECONDARY MARKET OPERATIONS TO MAKE SHORT-TERM LOANS ON 
THE SECURITY OF FHA-INSURED AND VA-GUARANTEED MORTGAGES 


On page 65 in section 701 add a new subsection to read as follows: 

“( ) Section 304(a) of the National Housing Act is amended by inserting 
‘(1)’ before ‘To carry out’, and by adding at the end thereof the following 
new paragraph: 

“*(2) To carry out further the purposes set forth in paragraph (a) of section 
301, the Association is authorized to make loans which are secured by mort- 
gages insured or guaranteed under this Act or the Servicemen’s Readjustment 
Act of 1944, but the aggregate amount of all such loans outstanding at any 
one time shall not exceed 30 per centum of the Association’s total borrowing 
authority as prescribed in subsection (b) of this section. The Association shall 
require each borrower to subscribe to the common stock of the Association in an 
amount equal to not more than one-half of 1 per centum of the loan; and, in 
addition, the Association may impose reasonable charges or fees for its services 
with the objective that all costs and expenses of its loan operations under this 
section should be within its income derived from such operations and that such 
operations should be fully self-supporting. Any loan made under this section 
(A) shall bear interest at a rate not in excess of the rate payable under the 
mortgages representing the security for the loan; (B) shall mature not more 
than twelve months from the date of the loan; and (C) shall not exceed 95 
per centum of the market value of the mortgages securing the loan as deter- 
mined by the prices paid for similar types of mortgages purchased by the 
Association under this section.’ 

“(b) The first sentence of section 303(c) of such Act is amended to read as 
follows: ‘The Association shall issue, from time to time, to each mortgage seller 
or borrower, its common stock (only in denominations of $100 or multiples 
thereof) evidencing any capital contributions or subscriptions made by such seller 
or borrower pursuant to subsection (b) of this section or section 304(a) (2).’ 

“(c) Section 303(f) of such Act is amended by striking out ‘shall be author- 
ized to make payments to the Association of the nonrefundable capital contribu- 
tions referred to in subsection (b) of this section, to receive stock of the 
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Association evidencing such capital contributions,’ and inserting in lieu thereof 
‘shall be authorized to make payments to the Association of the nonrefundable 
capital contributions referred to in subsection (b) of this section or of the 
subscriptions referred to in section 304(a) (2), to receive stock of the Association 
evidencing such capital contributions or subscriptions,’. “ 

“(d) Sections 304(b) and 309(c) of such Act are each amended by striking 
out ‘mortgages’ and inserting in lieu thereof the following: ‘mortgages and other 
security holdings’. 

“(e) Section 310 of such Act is amended by striking out ‘mortgages’ and 
inserting in lieu thereof the following: ‘mortgages or loans’.” 





































APPENDIX D 


PROPOSED AMENDMENT TOS. 57 To AMEND THE FNMA CuHaprer Act To PERMIT THE 
AssocraATION To Borrow FrRoM THE PuBLIC Up TO 15 TIMES THE SUM oF Its 
CAPITAL 


On page 65 in section 701 of S. 57 insert a new subsection to read as follows: 

“( ) The second ¢lause of the first sentence of section 304(b) of such act is 
amended by striking out ‘ten’ and inserting in lieu thereof ‘fifteen’.” 

Nore—Section 304(b) of the Act would read as amended as follows (the change 
in language is italicized) : 

“(b) For the purposes of this section, the Association is authorized to issue, 
upon the approval of the Secretary of the Treasury, and have outstanding at any 
one time obligations having such maturities and bearing such rate or rates of in- 
terest as may be determined by the Association with the approval of the Secretary 
of Treasury, to be redeemable at the option of the Association before maturity in 
such manner as may be stipulated in such obligations; but the aggregate amount 
of obligations of the Association under this subsection outstanding at any one 
time shall not exceed fifteen times the sum of its capital, capital surplus, general 
surplus, reserves, and undistributed earnings, and in no event shall any such 
obligations be issued if, at the time of such proposed issuance, and as a con- 
sequence thereof, the resulting aggregate amount of its outstanding obligations 
under this subsection would exceed the amount of the Association’s ownership 
pursuant to this section, free from any liens or encumbrances, of cash, mortgages, 
and bonds or other obligations of, or bonds or other obligations guaranteed as to 
principal and interest by, the United States. The Association shall insert appro- 
priate language in all of its obligations issued under this subsection clearly in- 
dicating that such obligations, together with the interest thereon, are not guaran- 
teed by the United States and do not constitute a debt or obligation of the United 
States or of any agency or instrumentality thereof other than the Association. 
The Association is authorized to purchase in the open market any of its obliga- 
tions outstanding under this subsection at any time and at any price.” 


Senator Cuark. Mr. Chairman. 

Senator Dovue.as. Senator Clark. 

Senator Crark. I would like to refer to the statement, already in 
the record, which has been prepared at my request by the Housing 
and Home Finance Agency, Urban Renewal Administration, showing 
title I capital grant contract authorizations, the approval actions be- 
tween September 8, when rationing went in and December 31, which 
is the end of the calendar year. It is a fascinating document and I do 
hope all of the members of the committee will have a chance to look 
atit. (See p. 740.) 

It shows by State and city what this rationing formula does to kill 
urban renewal as dead as a duck. The total applications were 
$381,877,421 and the total approvals were $160,000,220. There is a 
breakdown, State by State and city by city. 

I just note in passing that in the Subcommittee on Housing chair- 
man’s State of Alabama, there was an application in Florence, Ala., 
for $2 million that was cut down to $66,000; applications from Bir- 
mingham, $3,633,000 that were cut down to $1,711,000. 
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In the present acting chairman’s State of [llinois, there were appli- 
cations from six cities which were cut to about one-third. Peoria, for 
example, was in for $3 million and was cut down to $1,468,736. 
Chicago was in for $16,959,994 and was cut down to $8,797,655. I note 
with pleasure my friend from Connecticut is here and I think he will 
be interested in the cutback in the applications of some seven cities in 
Connecticut. If he does not mind my teasing him a little bit, I assume 
the State of Connecticut will make up the difference. 

Senator Busu. We have some legal authority to do it, Senator. 

Senator Doverias. The next two witnesses are Miss Fern M. Colborn, 
of New York City, and Mrs. Francis McMahon, of Chicago. 

Mrs. Francis McMahon is an old personal friend of mine, a re- 
spected citizen of Chicago. We are delighted to have you here. 


STATEMENT OF MRS. FRANCIS McMAHON, ACCOMPANIED BY MISS 
FERN M. COLBORN, NATIONAL FEDERATION OF SETTLEMENTS 
AND NEIGHBORHOOD CENTERS 


Mrs. McManon. Thank you, very much, Senator. I might add, one 
of your proud constituents. 

Senator, we have submitted a statement, and I would like to just 
very briefly summarize it. 

Senator Dovcias. We will make your statement a part of the record. 

Mrs. McManon. Fine. 

Senator Doveras. You can now speak off the cuff. 

Mrs. McManon. I am Mrs. Francis McMahon of 1360 Lake Shore 
Drive. Iam tesitfying on behalf of the National Federation of Settle- 
ments and Neighborhood Centers, 226 West 47th Street, New York, 
N.Y. Iam chairman of the social education and action committee of 
said organization. 

The National Federation of Settlements and Neighborhood Centers 
has some 300 member agencies in 95 cities across the United States. 
A recent poll which we conducted indicated that 57 of our member 
agencies are operating programs in the community facilities of low- 
rent public-housing projects. Almost all of the others operate in 
neighborhoods where public housing is located. We are currently 
conducting a poll to find out how many of our members are in some 
way working in connection with urban renewal programs. 

We know from reports of our staff, that a sizable number of the 
neighborhood houses in the country are either currently involved in 
urban renewal or expect to be in the near future. It is not by accident 
that settlements and neighborhood centers are located in the areas of 
our cities where housing problems exist. This is where our services 
have been needed, since these are the so-called slum areas. We havea 
close, day-to-day contact with the people who live in these crowded, 
deteriorated areas of our cities. We therefore have a direct and vital 
interest. in the housing and urban renewal legislation that is before 
this committee. 

I want to speak most briefly particularly on the FHA insurance 
program, funds for urban renewal and the low-rent public housing 


program. Then I have one or two special comments on housing for 
the elderly. 
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[ have said that our federation has a long interest in these problems, 
We have long supported the liberalization of FHA programs to pro- 
vide incentives for American stimulation of the building of homes 
for middle-income families. Therefore, we would feel inclined to 
support the Capehart bill and its grant authorization, and the Spark- 
man bill on liberalization of FHA provisions. We believe an increase 
up to 97 percent of replacement costs for cooperative housing would 
make it possible for agencies such as ours to interest groups of middle- 
income families to get together to help solve their own housing 
problems. 

We think, too, that it is urgent and important to provide for the 
inclusion of community facilities, both commercial and noncommer- 
cial, in these developments. People need the usual neighboorhood 
facilities regardless of how the houses they live in are financed. We 
know that it is important to have such facilities as stores and res- 
taurants and that kind of thing. These things are important to all 
the families, and therefore we believe that the financial planning for 
cooperatives should take this into consideration. 

We have also noted that S. 195, introduced by Senators Clark and 
Kennedy, is an attempt to give relief to the serious situation on mort- 
gage foreclosures occurring across the country. We know only too 
well the human cost of this is great, and we earnestly hope that this 
session of Congress can find a way to provide relief for this problem. 

Senator Crark. Mr. Chairman, might I ask a question at this 
point ? 

Mrs. McMahon, earlier this week representatives of FHA appeared 
in opposition to S. 195, saying that they did not need this authority 
and did not want it, that they could take care of any worthy cases by 
administrative action. 

I wonder if you have any comment to make on that? 

Mrs. McManon. I am afraid this is not what happens. We see the 
actual hardship of these people. 

Senator CiarK. In point of fact, can you recall an instance where 
FHA has stepped in and taken compassionate action which this pro- 
vision, S. 195, would authorize ? 

Miss Cotzorn. We have had a number of reports in our office about 
mortgage foreclosures, and there has not been any instances that FHA 
has extended the time that has been reported to us, rather it has been 
the exact opposite. 

Senator CLark. This has been the same situation in Bucks County, 
Pa., where the same situation arose. It is true, I think in the GI pro- 
gram there is this authority, and I believe where GI’s were involved 
they have a little better chance. 

Miss Cotrorn. Another thing we have found is that a great deal 
of this has been happening with Negro families. There has been no 
relief of any kind. 

Senator Crark. Thank you. 

Mrs. McManon. We wish to make special comment on housing for 
the elderly. In the Sparkman bill, we were so pleased to find the new 
title II related to this matter. We believe that the FHA liberalizing 
features recommended would be most helpful in providing a more 
adequate supply of housing at more reasonable rentals and purchase 
prices than is now obtainable. We would certainly support the ide: 
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that one-half of the living units in projects under this section be 
especl ially designed for the ‘elderly. 

Nursing homes, we would like to point out, we consider really med- 
ical fac ilities and. therefore, we want to urge now that much deeper 
study be made before legislation is moved on this particular question. 

Since urban renewal is one of the most creative and imaginative and 
effective programs in our country today, we would support legislation 
that will provide a realistic approach to the problems of many of 
our cities today. Long-range planning and a sizable flow of funds 
are the essential ingredients for successful urban renewal. $600 mil- 
lion annually for 10 years, which authorization would spread over 15 
to 17 years, would seem to us feasible. We would like to also point out 
that such planning could be a very healthy stimulus to our economy 
as a whole. 

There is a very urgent need to broaden the relocation payments to 
include families displ: wced for any governmental reason. Thus we 
would support legislation carrying “such provisions. Our member 
houses have recorded many situations involving relocation of fam- 
ilies, and we recognize readily the hardships on the individual family 
for whatever the reason it is done and, no matter how good the reason, 
equality in treatment, we would urge, is the essential thing. 

Our experience, we want to point to point out to you, indicates that 
$25,000 is too low for relocation payments to small businesses, since 
many businesses in redevelopment areas are so marginal that moving 
costs mean only the extermination of the business. For over one-half 
acentury, one of the prime concerns of the settlement movement here 
in these United States has been housing, so that studies in housing 
centered agencies like ours have repeatedly called attention to the 
association between bad housing and disease, delinquency, and family 
and community demoralization. We think and we want you to give 
this consideration as you think in terms of this legislation that only 
exceptional persons can develop their best potentials while con- 
demned to live in filthy, overcrowded conditions that exist in many 
of our Nation’s slums, and frequently where these quarters are rented 
at exorbitant rentals. 

Public housing programs, we would like to point out, should pro- 
mote the pride and self-respect and the stability of the individuals, 
and the families they serve, and should be a part of the real com- 
munity. We feel itacaias that public housing should not be reserved 
only for good families, “but on the other hand, we want to point out 
that they ‘should not be a concentration of the multiproblem families. 
This tends to aggravate all the difficulties within the group, and it 
estranges needed “relationships around the surrounding community. 
It seems to us it should be possible to solve some of these problems 
now prevalent in housing by providing legislativewise, ways and 
means for families to remain even when their income ine reases by 
permitting such families to pay a larger part of the economic rental. 

We even suggest that provisions for the purchase of such units by 
families who can and wish to buy. This, we think, would be very 
helpful. ; 

This is especially true, we point out, for the Negroes and other 
minority groups and older people, who are so greatly disadvantaged 
in obtaining mortgages in commercial real estate market. 
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Senator CuarK. Are you satisfied with the provisions in S. 57 and 
S. 193? That is Senator Sparkman’s bill and mine in that regard. 


Mrs. McManon. I think they go a long way, and certainly would 
be a great, great help. 


Senator CLark. We would be very lucky if we can get it through, 


Mrs. McManon. Indeed. 

Public housing developments, we also want to point out, it seems 
to us, should be scattered through a city and should be small, in most 
places, no more than 100 units with a maximum of 250. And insofar 
as possible, we think public housing should not be very different from 
the other kinds of houses in the surrounding area. In some cities, we 
think row houses, rather than apartments, would be the choice for 
family living. 

Then, we would like to also point out that sites for public housi 
should be guided by a search for the kind of area where there wil 
be occupants of various races and cultural backgrounds to guard 
against a tendency to set up or to create segregation and thereby se- 
rious tensions that serve only to augment the problems experienced 
by so many of our families now living in public housing. 

Senator Ciark. Mr. Chairman, could I ask a question ? 

Senator Dova.as. Yes, indeed. 

Senator Crark. Mrs, McMahon, what you say is so true, and yet, 
to me, so difficult to accomplish. I do not know, of course, much 
about your city of Chicago, and the present distinguished occupant 
of the Chair knows all about it. 

Senator Dove.as. I certainly do. 

Senator Ciark. But it occurs to me it might be almost as difficult 
to persuade the aldermen in Chicago City Council to approve the kind 
of site which you recommend as it is to persuade their fellows on the 
Philadelphia City Council to approve that kind of a site. Since we 
are operating under a democracy, and profess to be proud of it, I 
wonder how you would meet that problem. How can you force a site 
on a reluctant city legislator? I suppose they have the equivalent of 
senatorial courtesy in most of the city council managements, and you 
can’t put a public housing site, as a practical matter, in a district 
where the council does not want it. 

How do you propose to get around it ? 

Mrs. McMauon. Senator Clark, I would certainly agree with you. 
It is a very difficult problem, but I think that if we get somehow in 
our Federal legislation a guide, a sense of direction, this helps to rein- 
force those of us on the homefront who try to stir up the right kind 
of interest, and to channel some of the thinking of our public officials 
in our own home communities. This is true all over the country. 

Senator Ciark. But isn’t this largely an administrative rather than 
a legislative matter? What can we do? 

Mrs. McManon. I used to think it was, too, but somehow the admin- 
istrative recommendations never come out as we think maybe they 
should, unless there are some teeth in the act itself, you see. 

Senator CriarKk. This is why it has seemed to me that the decen- 
tralization of authority in these matters of site selection, residual 
receipts of the preparation of budgets, of setting of rents, of the deter- 
mination that tenants can purchase, can be much better handled on a 
local basis than if they are left to the Washington bureaucracy. 
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wonder if you would agree with that or whether you are frightened 
of your own local authorities ? 

Mrs. McManon. No; no, indeed. I would agree only partially, but 
[ would relate my own thinking, of course, to my own experience, 

which Senator Douglas would know. I do not know what Miss Col- 
born would think about that. She sees the countryside as a whole. 

Miss Cotzorn. I think our general position is we would like to have 
major authority placed in the hands of the local housing authorities. 
We are trying to suggest here certain matters that we think could 
well be in law as well so as to strengthen their hands, but we want the 
real authority to be in the hands of the local authorities, rather than 
Washington. 

Senator Doveras. In other words, you want a general statement of 

licy ? 

Tiss Coxporn. Yes. 

Mrs. McManon. That is right. I would also like to say in con- 
clusion that we believe very deeply that public housing should in- 
clude and should likewise make adequate provision within the de- 
velopments per se for health and welfare services. This I would like 
to emphasize very definitely and if possible for a brief statement, I 
should like to ask Miss Colborn to describe to you one of the most 
dramatic and interesting projects we have heard about for a long 
time now going on in New York City. Which will mean, trans- 
lated into terms I like to talk about, it will mean saving the public 
money, it will mean even greater saving, and in a more important 
way, In human values. 

Senator CiarKx. I hope that you will have some comment on this 
general subject with respect to the objections of the administration 
to those provisions in Senator Sparkman’s bill and mine, which 
would do pretty much what you say and permit the expenditure of 
gross rentals for recreation and welfare work. Their view is that 
the rent which the tenants of public housing pay should all be ap- 
plied to amortizing the bonds and the minimum amount of mainte- 
nance to keep the project from falling down. They feel any wel- 
fare and recreation expenditure should not come out of rent but out 
of the taxpayer’s pocket in the municipality where it is located. 
It is a difficult spiblied and I would like to have you comment. 

Mrs. McManon. I would like to say, if I may take a moment, Miss 
Colborn, somehow, Senator Clark, we seem to have come to the 
point where in general the housing authorities believe that the agen- 
cies in the areas around, the private agencies so-called, in the areas 
around where public housing 1s should give these kinds of services to 
the people. They are unmindful, I assure you, of the fact that most 
of these agencies are limited budgetwise. 

Senator Cuark. Of course, they would go further than that and 
say where the private agencies cannot do it, the municipal welfare 
department or recreation department should pick it up and this 
should be at the expense of the general taxpayer. I concede, if you 
we arguing in a vacuum, that makes some sense. But if you 
actually go into those projects and look at them and go down to city 
hall and see the starvation rationing on which the city welfare’ and 
recreational departments are operating, I kind of think they would 


take another view. Of course, I say that because I used to be a 
mayor. 
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Miss Coisurn. As we read Commissioner Slusser’s testimon 
we interpreted very definitely, as you have just indicated, that he was 
testifying against compulsory inclusion and we want to underscore 
that we are testifying for compulsory inclusion of social and recrea- 
tion services. 

We have worked with this for a long time, as Mrs. Me ‘Mahon 
has indicated earlier in her testimony, and are currently carrying on 
some of this work in some projects. We are constantly frustr ated by 
the size of the problem that has been placed in a given area of 
the city by the public housing project without any adequate means 
for coping with it. 

This problem is one that is getting worse and not better because 
of the whole mobility situation, ‘the € she anging of downtown areas, and 
so on. We think since these families are ‘placed there by Govern- 
ment programs, the Government has some definite responsibility 
for providing for the social and recreational services as well as the 
housing need ‘of the f: amily. 

We recently have tried some new approaches to this to discover 
better ways of solving this and to try to find out a little bit as to the 
cost of solving it and to try to find out the economic saving by pro- 
viding these services as well. I am glad to see that Senator Javits 
has just arrived because two of the places where we have outstanding 
demonstrations going on, as he knows, are in the Hudson Guild area 
of New York City and Henry Street Settlement area of New York 
City. 

In the Henry Street Settlement neighborhood, in the majority of 
houses, they put in a team of three social workers last winter and 
they sent them out to organize two of the housing developments. 
There are 16 stories in these buildings and I think 9 apartments to 
the story. This team of people were put in there because here were 
families that were having a difficult time getting adjusted to the new 
environment and many of the old habits of the slums were coming 
right along with them. 

There were many things happening that were evidence of the frus- 
trations the many families had to their new surroundings and nothing 
was being done to help them adjust to their new surroundings. This 
staff of three people went in to organize new buildings. They con- 
sidered that they had had their first success when, at a neighborhood 
meeting, these people were organized on neighborhood basis. A 
gentleman arrived with a wastebasket under his arm, and the waste- 
basket was two-thirds full of wastepaper, and he said to his neighbors, 
now, since we met a week ago I have picked up this paper and these 
cigarette butts and so on from the elevators and from the h: illways 
right here in our floor. You put some of it there and I put some of 
it there. 

We can do something about this ourselves, and this, they note as a 
kind of the beginning of a new and changed attitude which began 
to take place as soon as the families were gotten together by a person 
whom they accepted as a person who could converse between groups 
and bring groups together. 

Later on they had a house meeting, and this is a direct asset to 
management. In the house meeting the subject under discussion was 
what to do about guard duty on the weekends in this project. 
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There were more people around on weekends, there weren’t as many 
guards on duty, the hallways were dirty, so things had happened that 
were not desir: able. There had been some moral problems and so on. 
What could they do to make it safe? Should they ask the city to put 
on more policemen? Should they ask the housing authority to put 
on more guards? The tenants discussed this for three meetings and 
in the third meeting one man spoke up and he said now we have been 
talking about this, there are a lot of us here, there is no reason why 
we couldn't do this ourselves if we just made out a schedule. 

They made out a schedule, they have been handling guard duty in 
these buildings for some months now and in addition they have done 
some of the cleaning of the halls on weekends when there is short 
maintenance help, all on a voluntary basis. 

They have a problem also of child care. Again the worker got the 
people interested, got the people together w who were interested in 
child care and a group of mothers in these houses, low income families, 
so we know what this means, have now planned a series of fund raising 
events and they are going to raise $4,000 to get their own day care 
operation going. 

Tenants didn’t have any telephones in these apartments. There 
were no public telephones near. Another group got together on their 
own because this is getting to be fashionable in these houses now and 
they are seeing results, they wrote a letter to the housing authority, 
told them their problems, told them of two serious illnesses that had 
taken place because a doctor couldn’t be obtained quickly, the result 
was that they now are getting three coin boxes put in for the use of 
the tenants. 

This week I heard a Puerto Rican gentleman who is chairman of 
their services committee report on the meetings the families have 
had about health services in the neighborhood, how he had gone as part 
of a group up to see the mayor to get an extension to Gouverneur Hos- 
pital. It is going to take about 8 years before they get that, so said 
the Puerto Rican gentleman. 

We decided we could make things better over at the hospital our- 
selves in the meantime because one of the problems is they don’t have 
enough help. We have come back and reported to the tenants asso- 
ciation we now have a group of people who are volunteering over at 
the hospital, they are taking a training course now. They are going 
to be messenger boy s, they are going to be interpreters, they are also 
going to do cleaning, all kinds of work. 

Another thing that happens as you get social services in the project 
is that families are more contented, “families will stay longer, and 
there will be less turnover. This, too, is an economic asset that we 
are all interested in. 

There is no question but what public housing is a w elfa ire program, 
not just a housing program and it must, therefore, have the nec essary 
services. 

Commissioner Slusser’s idea that this can be handed locally and 
with local money reminded me of the old days before we had ADC 
and here and there some good things happened. That is true in public 
housing today. Here and there some good things are happening, but 
what we need is a compulsory provision in the law so that the kind of 
services I have talked about here can be available wherever needed 
in public housing. 
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Senator CiarK. I think you and I know that if you can’t use the 
rents for these welfare and recreational services you are not going 
to get the services. Nobody is kidding anybody about that, you are 
just not going to get them. 

I know you are not going to get them in Philadelphia. We spend 
more money on recreation and welfare proportionately than they do 
in other cities. I have never seen why the rents from tenants couldn't 
be applied for services for tenants, why every bent nickel has to go to 
bankers who amortize the bonds. This is the question of compassion 
versus finance, we will have to fight it out the best we can. 

Miss McManon,. Thank you very much, Senator. 

Senator Doveras. Senator Bush, do you have any questions? 

Senator Busu. I would like to ask Miss McMahon a question off the 
record. 

(Discussion off the record.) 

Senator Busu. Thank you. 

Senator Doveias. We want to thank you. 

Are there other questions? We want to thank you both for testi- 
fying. Weappreciate this very much. 

The settlements of the country are some of the most worthwhile in- 
stitutions that we have and the National Federation of Settlements 
gives us good testimony in the public interest. 

Miss McManon. Thank you very much. 

(Miss McMahon’s prepared statement follows :) 


STATEMENT OF NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD 
CENTERS 


I am Mrs. Francis McMahon, of 1360 Lake Shore Drive, Chicago, Ill. I am 
testifying on behalf of the National Federation of Settlements and Neighborhood 
Centers, 226 West 47th Street, New York, N.Y. I am chairman of the social 
education and action committee of said organization. 

The National Federation of Settlements and Neighborhood Centers has some 
300 member agencies in 95 cities across the United States. A recent poll which 
we conducted indicated that 57 of our member agencies are operating programs 
in the community facilities of low-rent public housing projects. Almost all of 
the others operate in neighborhoods where public housing is located. We are 
currently conducting a poll to find out how many of our members are in some 
way working in connection with urban renewal programs. 

We know from reports of our staff, that a sizable number of the neighborhood 
houses in the country are either currently involved in urban renewal or ex- 
pect to be in the near future. It is not by accident that settlements and neigh- 
borhood centers are located in the areas of our cities where housing problems 
exist. This is where our services have been needed since these are the so-called 
slum areas. We have a close day-to-day contact with the people who live in 
these crowded, deteriorated areas of our cities. We therefore have a direct and 
vital interest in the housing and urban renewal legislation that is before this 
committee. 

I wish to direct my remarks in particular to the FHA mortgage insurance 
authorization, funds for urban renewal, and the low-rent public housing pro- 
gram. I will include discussion of housing for the elderly. 


TITLE I FHA INSURANCE PROGRAMS 


We have long stood for the liberalization of FHA programs to provide in- 
centives for and stimulation of the building of homes for middle-income families. 
We would therefore support the Capehart bill in its grant authorization and the 
Sparkman bill on the liberalization of FHA provisions. We support an increase 
up to 97 percent of replacement cost for cooperative housing. We think this 
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would make it possible for agencies such as ours more readily to get groups of 
middle-income families together to help solve their own housing problem. We 
think, too, that it is important to provide for the inclusion of community facili- 
ties both commercial and noncommercial in these developments. People need 
the support of all the usual neighborhood facilities regardless of how the houses 
they live in are financed. In the luxury apartments an excellent precedent has 
been set by the inclusion of stores, restaurants, theaters, and so on. We know 
that such facilities are of equal importance to all families and believe, there- 
fore, that the financial planning for cooperatives should take this into 
consideration. 

We would like to see greater reorientation in the Federal Housing Adminis- 
tration to give recognition to the housing needs of the central city. We think 
that the amendments to section 220 suggested in the Sparkman bill are steps 
in this direction. We would like to see the benefits of relocation housing (sec. 
221) extended to any family in the environs of a community that has a workable 
program. This would recognize the factual situation that land is scarce in 
many cities. 

We note that S. 195 introduced by Clark and Kennedy is an attempt to give 
relief for the serious situation on mortgage foreclosure that is occurring across 
the country. We know the human cost of this is great and hope that Congress 
can provide relief to this problem. 


HOUSING FOR THE ELDERLY 


We are extremely pleased to find the new title II on housing for the elderly 
in the Sparkman bill. We think that the FHA liberalizing features recom- 
mended would be helpful toward providing a more adequate supply of housing 
at more reasonable rentals and purchases than is now obtainable. We support 
the idea of half of the living units in projects under this section being especially 
designed for elderly people. 

The Sparkman bill has a provision to provide mortgage insurance for private 
nursing homes. We support the idea of additional nursing homes and on the 
basis of experience in settlement neighborhoods, know that both the supply of 
private and subsidized nursing homes should be increased. We wish, however, 
to call an important aspect of this to your attention. The National Federation 
of Settlements and Neighborhood Centers has been an active participant in the 
National Committee on the Aging since the latter was organized in 1950. This 
committee made a comprehensive study of standards in sheltered care and 
nursing homes. We know this is a very complex subject. The standard-setting 
authority and enforcement thereof differs so greatly in the different States 
that this legislation, without full study of the subject, might not result in the 
positive good desired. At the Federal level, there is the Hill-Burton program 
which includes nursing homes and is under the Department of Health, Education, 
and Welfare. The legislation under consideration here is for housing of families. 
A nursing home is primarily a medical facility, and in our opinion belongs with 
hospitals so that proper safeguards may be maintained. We would, therefore, 
urge that your committee reserve legislation in this field until Congress has 
made a thorough study of the subject. 


URBAN RENEWAL 


Urban renewal is one of the most effective, imaginative programs in the 
country today. It is a realistic approach to the problems of today’s cities. 
Long-range planning and a sizable flow of funds are essential ingredients for 
successful urban renewal. The Clark-Kennedy bill gives leadership in this 
direction. Their recommendation of $600 million annually for 10 years, which 
authorizations would spread over 15 to 17 years, seems reasonable. Surely 
the rebuilding, rehousing, and preservation of existing housing is no less im- 
portant than other Government programs for which we spend an equal or greater 
amount. Since our organization is also concerned about the human cost of 
unemployment, we think that such a program could be a healthy stimulus to the 
€cohomy as a whole. 

RELOCATION PAYMENTS 


‘We are glad to see that both the Sparkman and Clark bills would broaden 
Telocation payments to include families displaced for any Government reason. 
Our member houses have been involved in relocation of families for all kinds of 
Teasons in recent years. Relocation is a hardship on the individual family, 
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regardless of the reason for which it is done. Therefore equality in treatment 
isa minimum to expect. Relocation releases a long chain of problems—economie, 
social, psychological, to wit: 

In one such case, an elderly Albanian gentleman refused to move, even though 
more suitable quarters had been found for him. He locked himself in his flat 
and would admit no one. 

The redevelopment authority finally succeeded in locating relatives. They 
came to talk to him, and after considerable effort convinced him that he would 
have to move. 

When movers called to get his things, they found what they described as 
“tied-up bundles of junk.” They refused to move him. Workers from the 
site manager’s office finally rolled up their sleeves and did the job themselves, 
The elderly tenant later admitted that he “had a much better bed” than before. 

Therefore relocation payments, expert relocational personnel, the cooperation 
of public and private agencies are all essential ingredients of this program. 

We have testified in previous years regarding relocation payments. We were 
pleased that the Congress gave recognition to payments to small business in the 
last bill that passed. We have studied this problem closely in many cities— 
South End House, in Boston; Friends Neighborhood Guild and Germantown 
Settlement, in Philadelphia; and Hull House, in Chicago. Our experience is 
that $2,500 is too low. So many of the businesses in the redevelopment areas 
are Marginal and moving costs often mean bankruptcy of the business. We 
would hope that this amount could be raised. The increased cost of moving 
for the individual family also makes necessary a reconsideration at this time 
of an increase in relocation payments to families. We think the Clark bill is a 
realistic approach to both these problems. 


LOW-RENT HOUSING 


Housing has been a prime concern of the settlement movement in the United 
States for more than a half a century. Studies in neighborhood centers have 
called attention repeatedly to the association between bad housing and disease, 
delinquency and family and community demoralization. Whether or not bad 
housing actually causes such social ills, it clearly tends to augment and per- 
petuate them. Only exceptional persons can develop their best potentialities 
while condemned to live in the filthy, verminous, and overcrowded conditions 
that many still face in the Nation’s slums, usually paying exorbitant rentals as 
well. 

Public understanding of public housing programs must be extended beyond 
the rather negative and condescending concept of “slum clearance” to the more 
constructive framework implicit in urban renewal—renovation and rehabilita- 
tion as well as demolition and construction—with the aim of planned and 
coordinate development that benefits the whole community, not merely an unfor- 
tunate group. In the interest of effective and economic use of public funds, 
as well as the welfare of the community and the individuals directly concerned, 
we believe that public housing legislation should be more comprehensive and 
flexible and oriented more directly toward serving two basic principles. 

Public housing programs should (1) promote the pride, self-respect and 
stability of the individuals and families they serve directly and (2) establish 
communities or integral parts of communities, not merely projects. 


PROMOTING SELF-RESPECT ‘AND STABILITY 


Too often the towering masonry of a public housing project has become the 
modern symbol of the poorhouse. Its rigid income limitations have branded 
the occupants as poor in relation to the community. By definition, no family 
was there that had been able to improve its circumstances to the point of rising 
beyond its limits for eligibility. Those who felt they must stay, because nothing 
else was available within reach of any income they might hope to command, 
had an incentive not to improve their lot. Moreover, occupants are a group 
weighted by the various adversities associated with chronically low income— 
families broken by death, desertion, and divorce; impoverished by chronic 
disabilities, physical, mental and emotional; handicapped as newcomers by 
their ignorance of the skills and other characteristics desired in the com: 
munity. 

We do not believe that public housing should be reserved for good families 
and denied to families with many problems. On the other hand, too great a 
concentration of multiproblem families tends to aggravate both the diffi- 
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culties within the group and its relationships with the surrounding com- 
munity. Skilled and persistent social services in the public housing and the 
surrounding community can enable many problem families to cope with 
personal and community responsibilities of which they may be ignorant because 
they have come from a totally different setting in another country, from a part 
of our own country where facilities are meager and educational standards 
low, or from a long demoralized slum in one of our own cities. It is at least 
equally important to the education and regeneration of these disadvantaged 
families that they have at hand the example of neighbors who do know how 
to live in a city neighborhood. In the interests of promoting stability and 
advancement in publicly housed families and their neighborhoods, we there- 
fore hold that— 

When family income rises above the maximum set by regulations for the 
development, the family should be permitted to remain, paying a larger part 
of the economic rental. Public housing also should include provision for 
purchase of units by families that can and wish to purchase their homes, 
Purchase provisions are of particlar importance for Negro and other minority 
families and older people, who are greatly disadvantaged in obtaining mort- 
gages in the commercial real estate market. 

Public housing developments should be scattered throughout a city and 
should be small, in most places with no more than 100 units and a maximum of 
20. Where 300 families are to be housed, the public housing development should 
provide for 100 and the other 200 should be houses on scattered sites, also 
public housing. Insofar as possible, public housing should not be very different 
from the surrounding structures. In some cities, for example, row houses, 
rather than apartments, may be the choice for families. 

Special problems in location arise in cities where there has been a large 
inmigration in recent years of racial and ethnic groups that have been herded 
into particular districts. Rehousing in such a district is likely merely to main- 
tain the segregation built up through generations of prejudice; it results in de- 
velopments where all the occupants are Negro, for example, or Mexican or 
Puerto Rican. This continued segregation perpetuates existing tensions and 
blocks intercommunication through which various groups can learn to under- 
stand one another and live together. This situation raises difficult choices 
since the “ghetto” neighborhoods are those where old housing is likely to be 
worse and the need for change, greatest. Nevertheless we believe that: 

Choice of sites for public housing should be guided by search for areas where 
there will be occupants of various races and cultural backgrounds. Wherever 
public funds have been made available for a building, there should be a non- 
discriminatory clause in every contract so that eventually housing is available 
to all families regardless of creed, race, or national origin. 

Stability in family and neighborhood living also requires structures designed 
to meet the needs of particular groups and changes in the needs of individual 
families. ‘“‘High risers,” towering apartment structures, are not suitable for 
families with children. Most housing developments have no place for them, 
indoors or out. There is too little provision for families with many children. 
More general factors affecting neighborhood life within a housing development 
and the surrounding area will be discussed below. In the design of the struc- 
tures themselves we believe that: 

Public housing should provide row houses or other nonelevator buildings, with 
green spaces, for families with children, including adequate provision for large 
families. It should make appropriate provision for aged persons and single 
persons. 

NOT PROJECTS BUT COMMUNITIES 


Families in some public housing developments have found themselves bereft 
of some or all the community resources of their former neighborhoods—the 
nearby church and moviehouse, the pool parlor, corner grocery, hardware store, 
Children may have to cross dangerous traffic lanes to get to school. A house- 
wife may have to take a bus to do her marketing. Despite the gains in light, 
air, and cleanliness, the separateness of some projects sets their occupants apart 
from the normal life of a community, stigmatizing them and further aggravat- 
ing the bad effects of segregation arising from racial and economic homo- 
geneity within the group. 

We believe the full potentialities of public housing will be realized only when 
the plan for a development includes ; 
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Adequate community facilities—schools, churches, stores, recreational facili- 
ties and so on—through selection of a site where these are readily available or 
provision is made for them within the development itself; 

Expansion of services through continuing cooperation with health and welfare 
agencies in the use of community buildings in the projects. Extension of serv- 
ices through the purchase by the local authority of the services of social cage. 
workers, social group workers, recreation workers, nursery school teachers, 
community organizers from established social agencies to serve the tenants; 

Inclusion in management staff of persons with training in community organ- 
ization, social work and home economics to aid tenants in making maximum use 
of public housing and other community resources and in bridging the gap 
between the development and the surrounding neighborhood. Increased _par- 
ticipation of management in that neighborhood in the development and strength- 
ening of elements of good neighborhood life—with the schools, churches, 
shopping areas, parks. Encouragement of some active communication between 
the project and the neighborhood ; 

Encouragement of tenant organizations to develop volunteer activities and 
advise management on public opinion ; 

Rental, purchase and intake policies that will yield, insofar as is possible, 
a tenant group that represents elements in a normal population in terms of 
age, type of household, and differences in race, economic status, and cultural 
background. 

The public housing recommendations before your committee meet the sugges- 
tions we are making here only in part. We make these recommendations out of 
the direct experience of settlements and neighborhood centers in working with 
families living in public housing and with the housng management, both the local 
authority and the Public Housing Administration. We most earnestly seek the 
help of the Congress in reshaping the program along the lines indicated here. 

In short, public housing should be regarded not merely as a real estate opera- 
tion financed by taxes or a refuge for the unfortunate, but as a social institu- 
tion valued by communities as a means of safeguarding or enhancing a stable, 
pleasurable way of life in which all citizens can take pride and from which the 
whole community benefits. 

Federal funds available for public housing should be increased. The amount 
now authorized by Congress allows for housing only 35,000 families a year in 
the entire country. New York City alone could well use that number of units. 
It is reasonable to hope that low-rent public housing should comprise 10 percent 
of annual unit production on a continuing basis, which would have meant some 
103,920 units in 1957. 

We know, however, to eliminate our slums, to house the low-income families, 
to provide for orderly procedure in urban renewal, highways, and other public 
and private improvements there must be houses in which to put families. A large 
share of these families, if they are to have decent, safe, and sanitary housing, 
must go into public low-rent housing. We, therefore, recommend a public housing 
program of 200,000 units per year until the need is met. 

Federal regulations limiting cost per unit for site acquisition and development 
should be changed to make it possible in appropriate communities to substitute 
row houses at acceptable densities for elevator apartments and to acquire exist- 
ing houses on the private market for operation as low-rent housing. 

The statutory 5-to-1 income to rent ratio has long since lost its justification; 
experience indicates that a ratio of 7 to 1 is more realistic today, according to 
rent-paying habits in the private market. 

Public housing has shown too little advancement in creative design largely 
because of administrative controls and inflexible standards required by the Fed- 
eral agency. Federal regulations should reflect technical advances and advance 
in the standard of living. 

Local authorities must have budgetary latitude to finance social services; 
decent shelter alone is not enough to meet the needs of many underprivileged 
families. 

Many communities are taking a new look at themselves and their people in 
the light of their needs and potentialities inherent in urban renewal. Blighted 
people represent even more serious losses and tragedies than blighted areas and 
buildings. A comprehensive public housing program that coordinates the efforts 
and resources of Federal, State, and local governments is an investment not only 
in human assets but also in community well-being. Federal legislation that will 
help local communities to do their part and determination on the part of all levels 
of governments and their agencies and citizens can make public housing a social 
resource and safeguard for the Nation. 
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Senator Doveras. Senator Frear, would you like to preside? 

Senator Frear. No, sir; thank you. 

Senator CLark (presiding). The next witness is Miss Frances Lev- 
enson, executive director of the National Committee Against Dis- 
crimination of Housing. 

Miss Levenson, we are very happy to have you here and just because 
you come late doesn’t mean you can’t read your statement in full, al- 
though I notice it is 12 pages long, and 1 wonder if you would be 
willing to file it in the record and hit the high spots since it is getting 
alittle late in the day. 

On the other hand, if you don’t want to I don’t want to penalize you 
because you come late. 

Miss Levenson. Thank you, Senator, I am very happy to be here. 
I think I can file the statement for the record and go through it and 
try to hit the high spots, emphasize the points that I think should be 
emphasized before this committee. 

Senator CLark. Thank you very much. I am sure the committee 
appreciates your indulgence. 


STATEMENT OF FRANCES LEVENSON, EXECUTIVE DIRECTOR, NA- 
TIONAL COMMITTEE AGAINST DISCRIMINATION IN HOUSING 


Miss Levenson. My name is Frances Levenson and I am executive 
director of the National Committee Against Discrimination in Hous- 
ing. 

This committee coordinates the housing activities of some 29 civil 


rights, labor, and religious organizations. We have been concerned 
since we were organized in 1951 in bringing to the attention of the 
Congress, public officials, and the public the fact that the Federal 
Government through its operation of its various housing programs is 
fostering and perpetuating segregated housing patterns throughout 
the country. We were delighted to read on the front page of the New 
York Times a few weeks ago the fact that the Independent Commis- 
sion on Race and Housing financed by the Fund for the Republic by 
$400,000 after a 3-year survey of the situation came out with exactly 
the same conclusions that we have been putting forth for these 8 
years—the fact that the Federal Government is one of the major 
forces in perpetuating segregated housing patterns throughout the 
country. 

The Federal Government, as you are well aware, is a very import- 
ant factor in the whole housing market. It regulates various aspects 
of the housing under its jurisdiction under the FHA program it goes 
down to regulating the type of plumbing and the type of landscaping 
that goes into the building of the houses, yet it has maintained that 
it has no responsibility toward regulating or making any statements 
or regulations regarding the availability of this housing built with 
Federal aid and funds, the availability of it to all persons regardless 
of race or creed. 

Various public statements by the President and by the Federal 
housing officials have indicated that they are well aware of the anom- 
oly of this situation, and they have promised always for the future 
to take a long look at the rules and regulations and try to bring them 
in being with the provisions of the 14th amendment of the Constitu- 
tion. 
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I think if we just took a very quick survey of the major Federal 
housing programs we can get a clearer view of exactly what the ef- 
fect of this policy or shall I say lack of policy has been. 

Urban renewal is probably the keystone of the Federal housing 
programs today; it is certainly the most emphasized and the most 
talked of program on the Federal level. 

Senator Ctark. How I wish you were right. 

FHA is the thing. 

Miss Levenson. I will agree with you, Senator, while urban re- 
newal in the large cities is more talked about, FHA is cert tainly the 
most influential program. I would assume that it will become and 
hope it will become more important in the future. 

The effect of urban renewal on the housing of minority families 
has been an extremely bad one, rather than helping the plight of 
minority families it is actually harming it. According to the latest 
figures of the Urban Renewal Administration approximately 55 per- 

cent of the families displaced by the urban renewal projects are non- 
white families and this is something of a decline from previous 
figures. 

At the same time the urban renewal program is decreasing our total 
housing supply by approximately 66,000 homes. When you add to- 
gether just these two facts 

Senator CLark. You mean a year? 

Miss Levenson. No; in all the programs under discussion at the 
present time. 

Senator Crark. At the present time, 66,000. 

Miss Levenson. At the present time, 66,000. 

Senator Ciark. Of course, that figure will grow by leaps and 
bounds if the program continues and isn’t cut. back. 

Miss Levenson. If the program continues under the same philoso- 
phy, certainly it would grow. If you add these two facts together, 
the fact that the majority of the families displaced are nonwhite and 
we are losing housing under urban renewal, you see something of the 
impact on minority families. However, this is not at all the total 
picture. The more important aspect of the picture is the fact that 
most urban renewal developments, the new urban renewal housing 
is being planned and built for whites only. In some cases you are 
actually clearing out Negro areas or integrated areas and putting 
back in there segregated pr eer ts. 

Senator CLark. You are talking largely about conditions in the 
South and West, are you not ? 

Miss Levenson. This is true in a good many of the cities in the 
North except for those cities that have ‘passed local or State legislation 
prohibiting discrimination in urban renewal projects. 

Senator CLtark. What I want to get clear so we won't be thinking 
at cross purposes, is that you say the new housing which is being built 
for families displaced also has a segregated patter n, are you inc ‘luding 
public housing? 

Miss Levenson. No; I am talking about the title I housing itself, 
the m: jority of it across the country is segregated housing, and even 
in the northern cities and those communities that have laws s prohibiting 
discrimination in this kind of housing, the effect in too many of them 
has been one of segregation because of the high prices and high rentals 
that is being charged i in the new title I housing. 











Sen 
Mis 
Ser 
very ¢ 
Mi: 
Tam 
Ser 
subur 
some 
housi 
mort; 
Mi 
Sel 
place 
local 
Mi 
respo 
puts 
respo 
Se 
gene} 
Se 
abou 
thing 
subu 
agre 
“Se 
that 
ing ( 
Se 
ator 
M 
prin 
cost. 
Se 
that 
the ! 
and 
M 
I sit 
writ 
aval 
law. 
Ss 
prin 
priv 
M 
Si 
M 
S 
M 
next 


Gov 


HOUSING ACT OF 1959 807 


Senator CLark. Title I being the FHA housing? 

Miss Levenson. Yes. 

Senator Cuark. Which is largely built in the suburbs and none of it 
very close to urban renewal areas except 

Miss Levenson. I am not thinking only of the relocation housing, 
Iam thinking of the housing that is going up on the title I site itself. 

Senator CLarK. Yes, and ‘that is largely in the suburbs and in the 
suburbs in northern communities just as much and perhaps more so in 
some places than in southern communities, you are getting segregated 
housing insured by the Federal Government with an FHA or GI 
mortgage. 

Miss LEVENSON. Absolutely. 

Senator Busu. Miss Levenson, glad to see you again, where do you 
place the responsibility for this? I mean, do you place this on the 
local housing authorities or are you placing it on the 

Miss Levenson. I think the Federal Government has to assume 
responsibility for programs which it subsidizes, it pays for, and it 
puts forth. As far as racial patterns are concerned it assumes no 
responsibility whatsoever. 

Senator Busu. Isn’t the local housing authority more or less the 
general manager of this whole situation ? 

Senator Crark. If the Senator would yield, we are not talking 
about public housing and the local housing authority doesn’t have any- 
thing to do with FHA. This is the private builder moving to the 
suburban building with an FHA mortgage, I think you and I would 
agree that the responsibility is on the community and on the builder. 

Senator Busu. I thought we were talking about public housing 
that is the outgrowth of ‘urban renewal programs when public hous- 
ing developments are 

Senator CLark. Let’s get straight. I thought we were not, and Sen- 
ator Bush thought we were. 

Miss Levenson. We are talking about urban renewal housing built 
primarily with FHA without the assistance or ratedown of the land 
cost. 

Senator Ciark. That is not really urban renewal housing except 
that it is section 220 or 221 and those are being built hardly at all in 
the North and East. That is why there is some confusion in my mind 
and in Senator Bush’s too. 

Miss Levenson. In addition you do have some houses built on title 
I sites without either FHA or any other assistance except for the land 
writedown. I am speaking about all the housing that is being made 
available under the urban renewal and title I sections of the housing 
law. 

Senator Ciark. Let’s see if we can understand each other. You are 
prim: irily talking, are you, at this point, about new housing built by 
private builders ? 

Miss Levenson. That’s right. 

Senator CrarK. On the land which has been cleared of a slum? 

Miss Levenson. Right. 

Senator Crark. And you are excluding public housing ? 

Miss Levenson. That's right. I will come to the public housing 
next, but I feel here, too, even in these title I projects, the F ederal 
Government is involved. It puts up two-thirds of the writedown of 
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the land cost, yet again it takes no responsibility with regard to the 
occupancy patterns or even the rental levels or the price of that hous- 
ing, so that you are eliminating low-cost housing largely inhabited by 
minority families and replacing it with high-cost housing largely 
restricted to white families. 

Senator CrarKk. The net result, however, is that the Federal Govy- 
ernment, by keeping hands off, permits a local builder to interject a 
segregated pattern and you say the Federal Government should do 
‘something positive about it. There might be others who would think 
that that was a matter for handling at the local level. 

Miss Levenson. That’s right. 

Senator Frear. Why shouldn’t it? What’s wrong with handling 
it at the local level ? 

Miss Levenson. Because I really believe that it is an unconstitu- 
tional exercise of Federal powers and expenditure of Federal money. 
I think that the court decisions are quite clear that the public that 
the Government cannot expend money to create segregated facilities, 
and this is exactly what is being done under the Federal housing 
programs. 

Senator Ciark. I suppose your suggestion would be that there 
should be no FHA or VA mortgage issued except under a covenant 
for open occupancy of the houses which were built with mortgages 
insured by the Government ? 

Miss Levenson. That’s right, there should be no use of any Federal 
moneys for any housing programs unless the housing constructed 
with these funds are open to all without regard to race. 

Senator Ciark. Perhaps some of us who are realistic might sug- 
gest with the present section 222 that would be a difficult rule to get 
through the Senate. 

Senator Javits? 

Senator Javits. Isn’t it a fact there is another problem that is 
even more precise and even more difficult, the fact that in the State of 
New York we have a law which prevents discrimination in housing 
which is helped with any Government guarantee or funds called the 
Baker-Metcalf law. The problem is whether the Federal Government 
will or will not lend itself to enforcement of that State law. This 
doesn’t involve a question of a Federal statute, it just involves a ques- 
tion of a Federal policy, is that correct ? 

Miss Levenson. That’s right, and there are some 12 States that have 
felt impelled to act in this area. To pass State legislation to prohibit 
the Federal Government from putting up federally sponsored hous- 
ing on a segregated basis. I would say in the State of New York 
FHA has cooperated with the State enforcement agency in endeavor- 
ing to enforce the Baker-Metcalf law. However, I might also point 
out that despite this kind of cooperative activity in the State of New 
Jersey, which has a law similar to the one in New York City, Mr. 
Leavitt, with the aid of FHA, is continuing to build an all-white 
segregated town in southern New Jersey. So that the State even with 
the cooperation of FHA seems to be powerless to stop the building 
¢ a new segregated town sponsored and subsidized by FHA, in New 

ersey. 


Senator Javits. But it is a fact if there is a State law the State 
can enforce it. 
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Miss Levenson. Yes. 

Senator Frear. Can or cannot? 

Senator Javirs. C-a-n, can enforce it. All that the Federal Govern- 
ment had to do in New York really was just the note in connection 
with every mortgage commitment that there was a State law and that 
it has had a very salutary effect. 

Miss Levenson. Yes, it has in New York, certainly, Senator. 

Senator Frear. I think that is a very wonderful statement on be- 
half of the Senator from New York and I am glad to see that he 
recognizes that the State should have some right of contro] in these 
things. That is something we have been talking about for some time 
and I am happy that it applies to housing. That if the Federal Gov- 
ernment does guarantee or supply the money for these houses or these 
homes that are constructed under FHA that the State rules, regula- 
tions, and laws are the ones that are abided by in the occupancy and 
the operation of these houses. 

Miss Levenson. Of course, but I think, Senator, that this is directly 
contrary to what the responsibility of the Federal Government is. 
The States were forced to pass this legislation because the Federal 
Government has refused to act, and there were many people—— 

Senator Frear. What is wrong with that? 

Miss Levenson. Excuse me; there were many people who tried to 
maintain that the New York State statute was unconstitutional be- 
cause we were trying to regulate a Federal activity. 

Senator Frear. What do you see wrong with that? 

Miss Levenson. I see there is a basic moral wrongness in the Fed- 
eral Government, aside from the constitutional wrongness, the Fed- 
eral Government using its funds and powers to build segregated fa- 
cilities. 

Senator Frear. The moral code is not limited to the Federal Gov- 
ernment; the States have their rights and they should abide by them. 

Miss Levenson. Of course, but the State does not have to make 
use of Federal housing programs, just as the State does not have to 
make use of any other Government benefits. Yet if it would make use 
of these Federal benefits, it should be required to make use of them 
in consonance with the constitutional provisions. 

Senator Frear. I don’t see anything unconstitutional about it, Miss 
Levenson. I am, of course, very much interested in housing and I 
would think that the primary object would be to obtain housing and, 
after we obtained housing, the operation of those facilities should be 
left to the local level whether they are integrated, segregated, or one 
particular religion or another. I don’t see why we in Washington 
should have to make the code for that when you people in New York 
are perfectly qualified to do it. 

Senator Ciark. Miss Levenson, fools rush in where angels fear to 
tread; perhaps I could restate your position somewhat like this, that 
itis your view 

Senator Frear. I will tell you, Senator, I think she is qualified to 
state her own position. I am glad to hear what she has to state. 

Senator Ciark. I think there is no doubt about that. I will see if 
she agrees with this: Your position would be that the executive arm 
and the legislative arm of the Federal Government have the same 
obligation to enforce the 14th amendment as the judicial arm has? 

Miss Levenson. I would agree with you, Senator, certainly. 
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Senator Javirs. Would the Senator yield ? 

Senator CLrark. Happy to. 

Senator Javirs. Isn’t it a point that the State may have a statute, 
and that is fine and it is perfectly constitutional, seeking to enforce a 
constitutional right’ There is no reason why you should not make 
every effort to get the Federal Government to adopt the same statute 
or the same policy. There is nothing mutually exclusive about them; 
on the contrary they are completely complimentary. 

Miss Levenson. Absolutely. I think in all of our activity in obtain- 
ing State legislation we are always looking toward the point where the 
Federal Government will assume this responsibility with regard to its 
own programs so that the States would not have to act in this area, 

Senator CuarK. In legal terms you would like to see the Federal 
Government occupy the field ? 

Miss Levenson. That’s right. This hands-off policy goes through 
all the Federal housing programs. I think perhaps in public hous. 
ing the situation is clearest. Here are housing accommodations that 
are paid for on an annual subsidy contract by the Federal Govern- 
ment, yet 80 percent of all public housing units throughout the coun- 
try are segregated. They are integrated only in those communities 
that have passed local legislation providing for integration. 

Senator CLarK. Miss Levenson, let me give you a little trouble on 
that one. It is true, isn’t it, that in a majority of cases, at least in 
the larger cities, a very high percentage of the applicants for public 
housing are Negroes? In Philadelphia, for example, it runs as high 
as 80 percent, 

We have made an earnest effort in my city to maintain integrated 
public housing but you can’t do it without rationing, and rationing is 
objectionable on moral grounds, too, perhaps, and if you once get a 
situation where much in excess of 50 percent of your occupancy is 
Negro the white families just won’t stay. This is too bad, but what 
are you going to do about it ? 

Miss Levenson. I think there are many things that should be done 
within the context of our public hrousing program to try to help that 
situation. I think the increasing degree of Negro occupancy of pub- 
lic housing is caused by many factors, not necessarily the race factor 
or the fact that white families move out. I think it is caused No. 1, 
by the fact that Negro incomes are lower than white incomes. You 
will always haye a higher percentage of Negroes in public housing for 
the foreseeable future than they exist in the population. 

Senator Ciark. How are you going to get the white families to 
stay? That is what bothers me. 

Miss Levenson. But I think the increasing number of Negroes is 
nccelerated by the fact that they are restricted in the total housing 
market. White families can move out and can find other accommoda- 
tions; it is possible. We find in New York City, for instance, that 
over income Negro families in public housing just have no place else 
to go and the housing authorities are rather reluctant to put anybody 
out on the street. That so long as there are other opportunities for 
the white families and no other opportunities for the Negro families 
you are going to find them concentrating in public housing. 

Senator Ciark. I think that is true. Even if there were approxi- 
mately equal opportunity wouldn’t you still have to face up to this 
problem that I outlined ? 
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Miss Levenson. Yes; I think so, and I think some of the sugges- 
tions contained in the Clark bill would meet some of the problems, 
such as ability of some of the families to purchase their apartment 
and stay in even when they are over income ? 

Raising, having more flexibility in the income limitations so the 
families in public housing can remain, and there isn’t this move for 
white families to move out. They are not kicked out when they have 
to move. I don’t think that there is any one answer to that, but | 
think that underlying everything g, you won’t find any answer to this 
problem of s segregation or increasing Negro occupancy of public hous- 
ing until you face up to the basic problem of a restricted housing 
market. 

And then along with opening that market there are a number of 
other steps that I think have to be taken. Despite the fact that the 
courts have ruled that public accommodations, accommodations that 
are actually owned and operated by the Government, may not be segre- 
gated and one case coming from California involving public housing 
the Supreme Court did not review. It was a case prohibiting segre- 
gation in public housing. The Public Housing Administration “has 
taken no cc yonizance of these decisions and has continued again to keep 
a hands-off policy y as far as racial patterns are concerned in public 
housing. 

As far as FHA is concerned I think perhaps their history is most 
entwined in the whole history of increasing residential segregation 
throughout the country. In fact, when they were first organized their 
underwriters manual actually had a race restricted covenant contained 
in it and they advised builders making use of their programs to have 
a covenant running in the deed prohibiting occupancy or sale of the 
property to certain 1 specified racial or religious groups and this whole 
thinking of FHA that in order to maintain property values you must 
have a homogeneous neighborhood has, of course, become part and 
parcel today of the thinking of the real estate industry. 

FHA has changed from ‘what its practices were in the past. It no 
longer has model restrictive covenants, it has a stated policy of en- 
couraging open occupancy and integrated developments. Then it co- 
operates in those States which have State laws prohibiting discrimina- 
tion, yet it has not met the basic problem. It still continues to under- 
write and insure mortgages in developments that are restricted on the 
basis of race, and, of course, the most outstanding example today is 
the new city being built in southern New Jersey by Mr. Leavitt. 

We feel that 

Senator CLark. There is a small development being built in Prince- 
ton by Mr. Milburn. 

Miss Levenson. Very different; of course, we do have some out- 
standing examples of integrated developments being built by indi- 
vidual builders that I think are proving the fact that open occupancy, 
integrated housing, does work. I think we are certainly improving 
itin the State of New York with our legislation. 

Senator Javirs. Miss Levenson, I find myself in the position of 
having to leave in a few minutes to go to a dinner in New York. 1 
would like to ask you one question. Would you be able to divide your 
recommendations in two parts, one part being what you think ought 
to be legislation and the other part being suc h practical recommenda- 
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tions with respect to FHA operations as have already, as you yourself 
have just recited, been of some help. 

In short, our acting chairman has already made clear the problems 
we will face inlaw. They are well known. One would be faced with 
a Hobson’s choice of getting a housing bill or having a long filibuster 
on civil rights. But there are things which some of us can move to 
try to get in the way of operational recommendations just as we have 
already. I think you remember I did when I was attorney general 
and others had the same experience. So if we could have both types 
of recommendation this thing might be moved forward, move another 
notch, with your i.elp. 

Miss Levenson. I would like to go over the recommendations and I 
will try to indicate which I think are legislative and which I think 
are probably administrative. 

Senator Crark. I perhaps ought to make this comment off the 
record, but 1 think the chairman intends to vote on this bill on Friday 
or at the very latest on Monday. So I don’t know how much more 
time there is going to be to consider things. Nevertheless I am sure 
we would be happy to have it for the record. 

Miss Levenson. Of course, our first recommendation, and I think 
this is an administrative one rather than a legislative one is the fact 
that all public housing programs should be conditioned on a guar- 
antee that accommodations will be available to ali qualified persons 
under the same terms and conditions without regard to race, religion, 
or national origin. I might point out that the commission on race 
and housing which I mentioned earlier had an interesting suggestion 
in this regard. They suggest that the President set up a committee 
to implement nondiscrimination in the public housing. 

In all the Federal housing programs, to act very much the way the 
committee on integration in the Armed Forces acted to eliminate seg- 
regation from the Armed Forces and did so so successfully. 

Secondly, we would suggest that it be concretely demonstrated that 
decent, safe, and sanitary housing is actually available to meet the 
needs of displaced families before slum clearance projects are ap- 
proved. We feel that many communities are falling down on their 
responsibilities to displaced families and I think that in the legislation 
there should be firmer restrictions on the responsibilities of local 
communities to their displaced families as well as the Federal Govern- 
ment in checking that these responsibilities are carried out. 

We feel that a bold program, including open and predominantly 
open sites for urban renewal and public housing, and taking into ac- 
count the need for middle income housing should be required from 
localities. 

We feel that at the present time both in urban renewal and in public 
housing they are tearing down too much without increasing the total 
housing supply, and there should be some kind of legislative encourage- 
ment of the use of predominently open sites so that the total housing 
inventory could be increased. 

Senator Frear. May I ask you one question, please, at that moment? 
Who determines an urban renewal area ? 

Miss Levenson. This is determined by the local authority. 

Senator Frear. Then would you not also concede that it should be 
determined by the local authority that there is other housing before 
you tear down or demolish houses that are, of course, substandard ? 
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Miss Levenson. Oh, I think it should be determined by the local 
authority but I think that our experience has been that the Urban 
Renewal Administration and the HHFA Administration are too apt 
to accept unsupported claims from localities that such housing is 
available when in actuality it is not. 

Senator Frear. Then, 1 don’t quite follow you. You don’t mean 
to say that the local authorities in their anxiety are giving to the 
Federal authorities some reports that are not quite accurate ? 

Miss Levenson. I think that the local authorities have high hopes 
and express their high hopes in their workable programs. I don’t 
think that in all cases their high hopes are actually carried out. 
With particular reference to their high hopes, to be able to relocate 
their displaced families in decent, safe, and sanitary housing as 
required by the 1949 act. 

Senator Frear. I think it is quite laudable of the local people to 
want to clean out substandard houses and put the people in decent 
living quarters. On the other hand, I think the responsibility also 
lies there, that they should determine before these substandard houses 
are demolished that there is a place for those people to reside. 

Miss Levenson. And they should be required to back up their 
determinations. 

Senator Ciark. This is in the law, before you can move them out 
you have to have a certificate from the local authority that there is 
safe and sanitary housing available for them. 

Jt doesn’t say nonsegregated housing, I agree. 

Senator Frear. We were just saying in the anxiety to improve con- 
ditions for the families living in substandard housing that sometimes 
things could be misrepresented to the Federal authorities. 

Senator CLark. I agree with you. 

Miss Levenson. We believe that there should certainly be an ex- 
pansion of the whole urban renewal program with perhaps an increase 
over the two-thirds contribution of writedown that the localities are 
just not. able to adequately carry out the program under the present 
system. 

We also ask that unified relocation standards be established for 

wban renewal, public housing, and all other displacement by the 
Government action, and that there be concrete evidence of feasibility 
of relocation plans for taking care of the total displacement by Gov- 
ernment action. 
_ We ask that effective governmental aid be provided for middle- 
income families in the economic “no man’s land” between public and 
private housing, this would include in addition to sections 220 and 
221 the encouragement of rental and cooperative housing through 
low-interest and long-term direct loans for middle-income housing 
developed by cooperatives or nonprofit or limited dividend corpo- 
rations. 

Senator Crark. What do you think of title ITI of S. 193 which pro- 
vides such a program for relocated families as a pilot project ? 

_ Miss Levenson. We were very happy to see that and I think this 
is certainly the first step toward a full-scale program of this kind. 

We ask that authorization for public housing be increased to an 
wmnual production rate realistically related to housing needs of low- 
income families. We heartily endorse the provisions of S. 193 which 
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authorizes the Public Housing Administration to enter into con- 
tracts for the balance of the units authorized under the Housing 
Act for 1949. 


We also suggest that localities be required to plan public housing - 


projects as parts of well-balanced and protected neighborhoods to 
avoid large projects which become communities of one economic and 
often racial groups. 

In addition we believe there should be provision whereby families 
may purchase apartments cooperatively as their incomes increase and 
for overincome families to remain in public housing where no decent 
shelter is available. 

The surplus income received from the higher rents could be used 
to give municipalities additional tax revenue. 

Senator Frear. Do I gather from that that you believe in forcing 
people of different economic standards into particular housing units! 

Miss Levenson. I don’t believe in forcing people to live any place, 
I just believe in providing the opportunity for people to live in decent 
housing where their background and economic ability provides. 

We also urge very strongly that the racial relations service of the 
Housing and Home Finance Agency be reconstituted on a nonparti- 
san professional basis to provide responsible review of all programs 
and that racial relations experts be provided in the headquarters of 
HHFA urban renewal and in the local offices of both the local HHFA 
offices and the local urban renewal offices. 

This unit of the Housing Agency has been allowed to decline and 
decrease considerably over the last number of years and I think there 
is a very great need for its revitalization and reconstitution both in 
Washington and in the localities. 

Senator CLiark. Miss Levenson, I realize that members of the com- 
mittee who are very much interested in your testimony, have asked 
a great many questions, I probably asked more than anybody else. 
We have four more witnesses to hear this afternoon, and I have 
promised the chairman that I at least will sit until they are heard. 
So again, while I don’t want to be difficult, I would appreciate your 
coming to as prompt a conclusion as you can and we will see if we 
can move ahead. 

Miss Levenson. Actually I had just come to the end of our recom- 
mendations, and in effect the end of our testimony. We would cer- 
tainly urge that consideration, that strong consideration, be given 
to this very pressing problem which is pressing not only nationally 
but internationally of removing this anomaly of the Federal Govern- 
ment perpetuating segregation in its own housing programs. 

Senator Crark. Thank you very much. I wish you would tell 
your association that at least the acting chairman thinks you made 
a first class witness. 

Senator Frear? 

Senator Frear. Yes; I got that mild admonishment from the acting 
chairman and I won’t ask questions. But I think we have a witness 
here that could answer a lot of questions that are on my mind and 
perhaps clear some of the things. F 

Senator CiarKk. Go ahead. 

_ Senator Frear. It will require a long time and I think maybe some 
time in the future we might invite this witness back to appear before 
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this committee again. We may get into a long debate on this housing 
matter and she could perhaps supply the answers to a lot of questions 
that may be in the minds of other Senators. But in that I will accept 
the admonishment of the chairman and we will proceed. 

Senator CLark. Off the record. 

(Discussion off the record. ) 

Senator Cirark. On the record. 

Senator Proxmire? 

Senator Proxmire. No questions. 

Senator CLark. Thank you very much, Miss Levenson. 

(Miss Levenson’s prepared statement follows :) 


STATEMENT OF FRANCES LEVENSON, EXECUTIVE DIRECTOR, NATIONAL COMMITTEE 
AGAINST DISCRIMINATION IN HOUSING 


The National Committee Against Discrimination in Housing, organized in 
1951, is a nonprofit organization which coordinates the housing activities of 29 
major civil rights, religious, labor, and minority group organizations in the 
campaign to eliminate discrimination from the Nation’s housing market. (A 
list of the member organizations accompanies this statement.) 

For the past 8 years, our committee has urged that the benefits of the Federal 
housing programs, which are supported by the tax moneys of all citizens, be 
dispensed without discrimination based on race, religion, or national origin. 
We have testified before congressional committees: we have written to the 
President: we have met with and corresponded with Government housing 
officials. Each year we are forced to say once more we are appalled by the 
fact that racial discrimination continues in federally aided housing activities. 

The situation has been documented and analyzed time and time again. Most 
recently, the independent Commission on Race and Housing—after a 3-year, 
$400,000 study—coneluded that “Both directly and indirectly, the Federal hous- 
ing programs have strongly influenced the racial patterns of residence, mainly 
in the direction of increasing racial segregation.” This distinguished commis- 
sion was chaired by Mr. Earl B. Schwulst, president of the Bowery Savings 
Bank, and composed of a group of nationally recognized business and profes- 
sional men and educators. 

It is increasingly clear that segregated housing is the major barrier to a 
truly democratic America. The Supreme Court’s public school decision is, in 
large measure, being rendered ineffective because of residential segregation. 
Indeed, some of the opponents of school integration have frankly stated their 
hope of nullifying the decision by the use of Federal housing aids to set up 
ghettoes. Certainly, the desegregation of schools cannot be made a reality so 
long as communities are racially restricted. 

The Federal Gevernment bears a grave responsibility. It has become the 
single most important factor in the national housing picture. Standards estab- 
lished by the Federal housing agencies have become the standards for housing 
and planning throughout the country. The Government regulates construction, 
site improvements, plumbing, room size, and landscaping. Its activities have 
made possible the growth of the large-scale builder, who has created whole new 
cities since World War II. The Government of the United States regulates 
every aspect of the housing which it aids—except requiring that it shall be 
available to all, regardless of race or religion. 

The Commission on Race and Housing summed up some of the results of the 
Federal Government's policy most succinctly : 

“The other indirect Federal support of segregation has been the moral sanec- 
tion given to the racial discrimination practices of private business. As 
Myrdal has said, ‘It is one thing when private tenants, property owners, and 
financial institutions maintain and extend patterns of racial segregation in 
housing; it is quite another matter when a Federal agency chooses to side 
with the segregationists.’ Government, as an expression of the public will, is 
one of the sources of moral as well as legal authority. If the Government sees 
nothing wrong in racial discrimination, how can private persons be censored 
for practicing it? In some fields, notably the Armed Forces, the Government 
has actively moved to abolish segregation. In the housing field, the Federal 
Government, in recent years, has withdrawn from any explicit endorsement of 
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housing segregation. Federal agencies, however, aside from verbal pronounce. 
ments for equality, continue to tolerate the discriminatory practices of those 
who distribute Federal benefits.” 

Statements by Government officials have clearly indicated they recognize the 


anomaly of the Federal Government subsidizing the creation of segregated hoys. ~ 


ing patterns. President Eisenhower, in his 1954 housing message to the Cop. 
gress, stated: “* * * the administrative policies governing the operations of the 
several housing agencies must be, and they will be, materially strengthened and 
augmented in order to assure equal opportunity for all of our citizens to acquire. 
within their means, good and well-located homes.” 

In February 1954, the then-HHFA Administrator Albert Cole promised that 
procedures would be tightened “to make doubly sure that all citizens, regardless 
of race, are given an even break.” 

In a press release dated May 22, 1958, the then-FHA Commissioner Norman 
P. Mason said in part, “Whenever a Government agency is concerned with the 
public welfare, it is its responsibility to see that no elements in the population are 
excluded from its program and, indeed, to make sure that all elements have the 
same chance of inclusion.” 

There can be no dispute that the guarantee of equal opportunity for all citizens 
is an established policy of this Nation. From the drafting of the Constitution 
down to the present time, this basic doctrine has been restated by the National 
Congress, by the courts, and by the executive. In the field of housing, as far 
back as 1866, the Civil Rights Act of April 9 declared: “All citizens of the United 
States shall have the same right, in every State and Territory, as is enjoyed by 
white citizens thereof to inherit, purchase, lease, sell, hold, and convey real and 
personal property.” 

However, regardless of constitutional provisions, guarantees of law, and pro- 
nouncements of the executive and administrative officials over many decades, it 
is an inescapable fact that the Federal Government, through its far-flung hous- 
ing operations, is today supporting and reinforcing the spread of residential 
segregation. Urban renewal developments which include plans for new segre- 
gated housing continue to receive Federal approval and funds. In Federal pub- 
lic housing, the majority of the projects are segregated. FHA and VA continue 
to underwrite racially exclusive suburbs. According to the New York Times of 
November 14, 1958, Mr. Cole justified this position by stating: “It is not in- 
cumbent upon the Federal Government to impose integration in any form of 
Federal housing that receives Government aid.” 

A survey of the three major Federal housing programs demonstrates that the 
Federal Government is not fulfilling its fundamental responsibility to treat all 
its citizens equally. We refer to urban renewal, FHA, and public housing. 

Urban renewal is today the keystone of the Federal housing programs. But, 
far from helping the housing plight of minority families, this program is actu- 
ally hurting them. It is resulting in both the curtailment of living space avail- 
able to minority families and in increasing segregation. Entire Negro neighbor- 
hoods are being cleared to make room for housing restricted to whites only. 
Even some presently integrated areas are being “renewed” on a segregated basis. 
The Urban Renewal Administration takes no responsibility whatsoever for the 
racial occupancy of new urban renewal housing. 

The nationwide impact of this program on minority families is revealed by the 
latest urban renewal reports, which show that 55 percent of the families dis- 
placed are nonwhite and that the program has decreased the Nation’s housing 
supply by 66,191 homes. The major portion of the new housing provided has 
been of the high-rent luxury type. 

It has been pointed out that the Urban Renewal Administration requires spe 
cial assurance that minority families displaced by urban renewal activities be 
relocated in housing of good standards, and that the overall housing opportuti- 
ties of minority families are not lessened by the urban renewal programs in the 
community. We believe enforcement of these safeguards is impossible as the 
program is now being operated. Urban renewal is reducing the supply of low 
rent housing at a time when there is a critical shortage of that kind of shelter; 
a majority of those displaced by urban renewal are nonwhite ; a restricted hous- 
ing market forces a large percentage of those families to seek shelter in already 
overcrowded ghettos, extending their fringes and automatically creating new 
slums. There is evidence that urban renewal is creating more slums than it is 
eliminating, with its most deletorious effect on minority families. 
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While urban renewal has become the most emphasized Federal housing activ- 
ity, and its program has expanded, its race relations staff has decreased from 
five specialists to one. There is no race relations expert on the Administrator’s 
staff nor in the regional offices. 

Before a city is eligible for urban renewal assistance, it must present a work- 
able program for the control of blight and for carrying out all its statutory re- 
sponsibilities—including that of relocation of all families to decent, safe, and 
sanitary houses at prices which they can afford. 

The HHFA Administrator has the sole responsibility for certifying workable 
programs. And yet, despite the important race relations questions involved in 
urban renewal, no race relations staff is attached to the Administrator's office 
to advise him in this area. The lack of careful race relations review of work- 
able programs, and the unsupported acceptance of the cities’ claims makes the 
workable program meaningless and is resulting in intensifying racial segregation 
and slum conditions. 

There is great opportunity for development of good housing and sound human 


= 

relations under this program. There is need for an expanded urban renewal 
program administered with regard for the needs of the people of the community. 
The Urban Renewal Administration must prohibit all racial restrictions in the 
program ; realistic site selection policies must be followed, including use of open 
and predominantly open land; and there must be thorough race relations review 
of all workable programs and all plans for renewal projects. Further, there 
should be a requirement that the price range of the housing provided bears a 
relationship to the needs of the community. 

This may necessitate an increase in the Federal Government’s two-thirds con- 
tribution, but it would make the program a meaningful one for people who need 
housing. 

The Public Housing Administration’s record is probably the most shocking. In 
federally sponsored low-rent public housing there can be no question of the 
Federal Government’s involvement and responsibility. Since the Supreme Court’s 
antisegregation decisions of 1954, the courts have uniformly held that segregation 
in public housing is unconstitutional. Yet, PHA continues to dispense Federal 
funds for segregated housing. 

Public housing has played a tremendous role in providing housing for those 
who are in the greatest need. Where it is integrated by virtue of local policy, it 
has proved that integration can work. But 80 percent of all public housing 
projects remain segregated. New segregated projects continue to be planned, 
approved, and constructed. In addition, the displacement by slum clearance, the 
use of a high percentage of slum sites, the restrictions in the private housing 
market, and low incomes are resulting in a heavy concentration of nonwhite 
families in public housing, which threatens integration even where it presently 
exists. 

There is no question but that the needs of minority families cry out for a 
full-scale housing program. But there is a clear moral and constitutional 
mandate for prohibition by PHA of the use of its funds for segregated projects. 
Where this question has been tested in the courts, it has been uniformly held 
in the last few years that public housing may not be segregated. PHA has 
taken no cognizance of these decisions. 

Further, the emphasis of our public housing program should be shifted from 
clearing slums to increasing the housing inventory. There is need for more open 
and predominantly open land developments. There is also need for greater flex- 
ibility with regard to income limitations, and overincome families should have 
the right to buy their accommodations and remain in the project. 

The Federal Housing Administration began its career by requiring imposition 
of restrictive covenants as a prerequisite for mortgage insurance. Literally 
thousands of communities were developed across the Nation, restricted against 
occupancy by all types of “undesirables’—American Indians, Syrians, Jews, 
Negroes, etc. FHA, in its underwriting manual, had a “model” restrictive 
covenant that it suggested be included in all deeds. It stressed the importance 
of excluding incompatible racial and social groups from new subdivisions. It 
stimulated the blanketing of large areas with race restrictive covenants. The 
Supreme Court action in the Chelley v. Kraemer case in 1948, prohibiting the 
judicial enforcement of race restrictive covenants, brought about a change in 
FHA policy. In 1949 it announced that thereafter it would not insure loans on 
property which had a racial covenant recorded after February 15, 1950. In 
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addition, FHA removed all racial considerations from its valuation procedures 
and has moved to a stated policy of encouragement of open occupancy. 

But these changes have left the major problem untouched. FHA has con- 
tinued to insure loans with the full knowledge that builders and developers were 
excluding racial or religious minorities. Whole new cities—the Levittowns of 
Long Island, Pennsylvania, and New Jersey; Lakewood, near Los Angeles: 
Park Forest, near Chicago—and the myriads of all-white suburbs that ring our 
cities and towns bear eloquent witness that FHA’s hands-off attitude in fact 
fosters and subsidizes the construction of segregated housing. 

Even as far as production of segregated homes for minority families is con- 
cerned, FHA’s record is a sorry one. Less than 2 percent of the total number 
of new homes insured by FHA since 1946 have been available to minorities. The 
vast majority of these are in all-Negro developments in the South. 

The official attitude has been that Government is powerless to control the 
racial policies of builders and developers who avail themselves of the advantages 
of its mortgage insurance system. Yet, last year, a Californig¢ ecurt ruled tha 
the degree of Government involvement is so great ‘x the case of FHA and VA 
housing that the builder is not free to refuse to sell or rent such housing for 
racial reasons. FHA has taken no cognizance of this decision. 

FHA has concluded cooperation agreements with the States which have passed 
legislation barring discrimination in FHA housing. But the construction of 
the latest Levittown in New Jersey on a segregated basis, bears witness to the 
fact that these agreements are ineffective in preventing FHA-sponsored all-white 
cities even in a State with such an antibias statute. 

Due to the failure of the Federal Government to assume its responsibility 
to bar discrimination in its housing programs, States and localities have been 
forced to take legal action. Up to the present time, 12 States have legislated 
against discrimination in some kinds of housing. Connecticut, Massachusetts, 
New Jersey, New York, Oregon, and Washington, bar discrimination in publicly 
assisted housing, including housing assisted by FHA and VA. Minnesota, 
Pennsylvania, and Wisconsin cover public and redevelopment housing. Michigan 
and Rhode Island ban discrimination only in public housing: Indiana, only in 
redevelopment housing. 

Two cities (New York and Pittsburgh) bar discrimination in private housing. 

The effect of this effort to deal with the problem of discrimination in housing 
by invoking the sanctions of law has been uniformly good. In public housing, 
where the laws have been on the books for the longest period of time, there can 
be little doubt that substantial gains have been achieved. The change from a 
pattern of strict segregation to effective integration has been successfully accom- 
plished, even in such border cities as Washington, Baltimore, St. Louis, Louisville, 
and Wilmington. 

While the laws dealing with FHA and VA housing have been in effect only a 
short while, many gains have already been recorded. Significant progress has 
also been made in redevelopment housing. 

More important, enough time has elapsed to show that none of the evils 
feared by those who were doubtful of the success of these laws have materialized. 
We have heard of no instances of tension. There has been no diminution what- 
ever in the construction of new redevelopment and FHA housing in States 
having laws prohibiting discrimination in such housing, as compared with 
States not having such laws. 

Thus, in the 3 years following July 1, 1955, when the New York State Com- 
mission Against Discrimination was first given jurisdiction over publicly 
assisted housing, $423 million was invested in 13 title I urban renewal develop- 
ments in New York. Almost $20 million was invested in 21 limited-dividend 
projects. FHA and VA housing built in the same period and covered by the 
Commission's jurisdiction is estimated to consist of over 150,000 dwelling units 
on which $1,350,763,022 was loaned by mortgage lending institutions. 

It is estimated that the title I program in various cities in New York in 
various stages of planning amounts to well over half a billion dollars in private 
‘apital investment. With the recently liberalized FHA and VA terms, it is 
expected that at least another $2 billion will be invested in the next 2 years in 
housing covered by the New York law against discrimination. 


RECOM MENDATIONS 


The National Committee Against Discrimination in Housing respectfully sub- 
mits that the time for unequivocal prohibition of segregation in all federally 
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assisted housing programs is long past due. To that end, we recommend that 
the following actions be taken: / 

1, Federal assistance, in any manner whatsoever, should be conditioned on a 
guarantee that the accommodations will be available to all qualified persons 
under the Same terms and conditions, without regard to race, religion, or national 
origin. 

2, It should be concretely demonstrated that decent, safe, and sanitary housing 
is actually available to meet the specific needs of displaced families before slum- 
clearance projects are approved. 

3. A balanced program, including open and predominantly open sites for urban 
renewal and public housing and taking into account the need for middle-income 
housing, should be required from localities. If this program is to result in any 
middle-income housing, the Federal subsidy should be increased over its present 
two-thirds of the writedown of land cost. 

4, Unified relocation standards should be established for urban renewal and 
public housing as well as for all other displacement by Government actions, and 
concrete evidence of feasibility of relocation plans for taking care of the total 
displacement by Government action should be required in workable programs. 

5. Effective governmental aid should be provided for middle-income families 
in the economic no man’s land between public and private housing. This would 
include, in addition to sections 220 and 221, the encouragement of rental and 
cooperative housing through low-interest and long-term direct loans for middle- 
income housing developed by cooperatives and nonprofit or limited-dividend 
corporations. 

6. Authorization for public housing should be increased to an annual produc- 
tion rate realistically related to housing needs of low-income families, in addi- 
tion to the requirements for rehousing displaced low-income families. We heart- 
ily endorse the provisions of S. 193, which would authorize the Public Housing 
Administration to enter into contracts for the balance of the units authorized 
under the Housing Act of 1949. Localities should be required to plan publie 
housing projects as parts of well-balanced and protected neighborhoods, to avoid 
large projects which become communities of one economic (and often racial) 
group. In addition, provision should be made whereby families may purchase 
apartments cooperatively as their incomes increase, and for overincome families 
to remain in public housing where no decent private shelter is available. The 
surplus income received from the higher rents paid by the overincome families 
could well be used to give the municipalities additional tax revenue. 

7. Federal encouragement and assistance for planning on metropolitan area 
basis should be established. 

8. The Racial Relations Service should be reconstituted on a nonpartisan 
professional basis to provide responsible review of all programs in all head- 
quarters and regional offices of the Housing and Home Finance Agency and its 
constituent agencies. Immediate measures should be taken to institute racial 
relations review of all urban renewal proposals. 

9. Financing aids should be developed to meet the financing problems obstruct- 
ing the access of minorities to housing on equal terms and conditions. Such aids 
would require, in addition to VHMCP efforts, the immediate use of the special 
assistance authority of FNMA permitting it to make advance commitments to 
purchase FHA-insured and VA-guaranteed mortgages for open occupancy housing. 

In the global struggle between the forces of democracy and those of tyranny, 
the world’s eyes rest on the United States. In this age, when mankind’s freedom 
quite literally hangs in the balance, it is imperative that this Nation translate its 
democratic philosophy into practice. What is more basic to the whole democratic 
process than man’s right to seek shelter for his family, without the artificial 
restrictions of race, creed, or national origin ? 

There are compelling reasons—moral and practical—why the Federal Govern- 
ment should firmly exclude discrimination from all aspects of its own housing 
programs. The National Committee Against Discrimination in Housing respect- 
fully calls on the Government of the United States to honer its constitutional 
obligation and use its powers to that end. 

Member organizations of the National Committee Against Discrimination in 
Housing are as follows: 

Amalgamated Clothing Workers of America, AFL-CIO. 
American Civil Liberties Union. 

American Council on Human Rights. 

American Ethical Union. 
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American Friends Service Committee. 

American Jewish Committee. 

American Jewish Congress. 

American Newspaper Guild, AFL-CIO. 

American Veterans Committee. 

Americans for Democratic Action. 

Antidefamation League of B’nai B’rith. 

Congregational Christian Churches, Council for Social Action and Race 

Relations Department, Board of Home Missions. 

Cooperative League of the U.S.A. 

Friendship House. 

International Ladies’ Garment Workers’ Union, AFL-CIO. 

Jewish Labor Committee. 

League for Industrial Democracy. 

The Methodist Church, Woman’s Division of Christian Service. 

Migration Division, Puerto Rican Department of Labor. 

National Association for the Advancement of Colored People. 

National Asscoiation of Intergroup Relations Officials. 

National Council of Negro Women. 

National Council of Churches of Christ, Race Relations Department. 

National Urban League. 

Presbyterian Church, U.S.A., Department of Social Education and Action. 

United Auto Workers of America, AFL-CIO. 

United Steelworkers of America, AFL-CIO. 

International Union of Electrical, Radio & Machine Workers, AFL-CIO. 

Senator Crark. The next witness is Carman Blough, director of 
research of the American Institute of Certified Public Accountants, 
Mr. Blough, we are happy to have you here. We have your state- 

ment, and again in view of the lateness of the hour, I wonder if you 
would be willing to file your statement and hit the high spots, al- 
though again let me say that if you prefer to read it, I am perfectly 
willing to stay here and listen to it. 


STATEMENT OF CARMAN G. BLOUGH, DIRECTOR OF RESEARCH, 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 


Mr. Bioveu. Thank you Senator. I realize you are pressed for 
time, and I certainly do not want to take an undue amount. 

Senator Frear. May I ask one question at the outset. Are you 
testifying on behalf of yourself or for the American Institute of 
Certified Public Accountants? 

Mr. Broues. For the American Institute of Certified Public Ac- 
countants. 

I will submit my statement for the record. 

Senator Crark. The statement will appear in the record at the 
conclusion of your oral statement. 

Mr. Bxoucu. I learned a long time ago that trying to summarize 
a written statement took longer than it did to read the statement, but 
in spite of the fact that my statement is relatively brief, I will pass 
over paragraphs that I think can be left out without seriously -— 

Senator Crark. Why don’t you read it and cut where you think 
you can? 

Mr. Bioveu. I will be very happy to do that. 

My name is Carman G. Blough. For the past 14 years I have been 
the director of research for the American Institute of Certified Public 
Accountants. 

My appearance here today is on behalf of the American Institute 
of Certified Public Accountants which, as some of you know, is the 
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only national association of certified public accountants. We realize 
that there is a great deal of demand on your time and we very much ap- 
preciate the opportunity to be heard. re ad 

A number of the bills before you at this time provide, in one way 
or another, for the submission of financial reports to Government 
authorities and the auditing of such reports. My purpose in appear- 
ing here today is to offer any help that the institute or I can give 
your committee in wording any provisions you may wish to incor- 
porate in the law with respect to accounting, financial reporting, or 
auditing. I want to emphasize that we are not taking any position 
for or against these bills on their merits. We are addressing our- 
selves only to their financial reporting and auditing requirements. 

There are two matters dealt with in the bills that are before you at 
this time that are particularly significant to us as professional ac- 
countants. They can be illustrated best by citing an example which 
I should like to do by referring to Senate bill 57 introduced by 
Senator Sparkman. The part I refer to is to be found in section 
403(c) on page 42 beginning on line 13. There it is provided that: 

Every contract for annual contributions shall require that the public housing 
agency and its chairman shall annually, after an independent audit made by and 
certified to by the State auditor or other appropriate State official or by a public 
accountant of recognized standing of the books and accounts of the public 
housing agency, transmit a copy of such audit and certify to the Authority that 


the agency has complied with the provisions of this act and that the financial 
statements are true and correct. 


The two phrases which are of major significance in my comments 
at this time are “an independent audit” and “a public accountant of 


recognized standing.” I also want to comment on the words “true 
and correct,” though in their present context they are not of the same 
concern to the auditor as they might be elsewhere. 

It is important that the legislation requiring audits of financial 
reports be so drafted that those who are to administer the acts will 
obtain audits that are saisfactory. To do this, we believe it is essen- 
tial to set forth, clearly, (1) the standards to be followed in the con- 
duct of the audits, and (2) the standards of competence and responsi- 
bility to be used in determining who may conduct the audits. Only 
in this way can the Congress obtain sufficient assurance that the finan- 
cial reports which it requires will, in fact, be adequate for the pur- 
pose intended. An audit requirement without provision for these 
two standards will give the appearance of setting up some safeguards 
against misuse of public funds when, in fact, no such safeguards are 
actually present. 

Let me now discuss briefly the first of the illustrative phrases I just 
quoted from S. 57, that is, “an independent audit.” The use of the 
adjective “independent” is very significant and conveys ari important 
meaning. However, the word “audit” without further description 
has no single, precise, meaning. It must be defined, and unless it is 
accompanied by a more descriptive phrase, there is almost certain to 
be confusion about the scope and intensity of the work to be per- 
formed, which might very easily result in evasion of the congressional 
intent. 

A simple way to avoid these risks is to specify in the legislation 
that the required audits must be conducted in accordance with “gen- 
erally accepted auditing standards.” That is the wording which Sen- 
ator Clark used in the bill S. 193. 
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The phrase “generally accepted auditing standards” may sound 

vague, but it has | a definite me: ining both for professional accountants 
and for the courts. It refers to the formal standards developed over 
the last 40 years by the American Institute, and embodied in its of.- 
ficial reports, statements, and code of ethics. I have here three dif- 
ferent pamphlets which state concisely and clearly for the benefits of 
all accountants what the standards are that they must observe. 

These standards are well recognized and accepted by CPA's as 
establishing the responsibility assumed by an independent auditor 
and have frequently been cited by the courts, the Securities and Ex- 
change Commission, and other governmental agencies. 

Accordingly, we recommend that any bill requiring the submission 
of audited financial statements be so worded as to call for “an inde. 
pendent audit conducted in accordance w ith generally accepted audit- 
ing standards,” just as yours does, Senator C lark. 

‘Let me now turn to the second illustrative phrase which I empha- 
sized in the quotation from S. 57, that is, “a public accountant of recog- 
nized standing.” 

Senator Ciark. Let me interrupt you to say that since your state- 
ment is in the record and since only Senator Proxmire and I are 
here, since I agree with you that the language ought to be “ec ertified 
public accountant” instead of the language which appears in the 
Sparkman bill, “public accountant of recognized standing,” that un- 
less Senator Proxmire feels differently, I do not think we need labor 
that point. I think this was just sloppy draftsmanship. At least it 
seems so to me as an old corporate lawyer; I think you are quite right 
about that. 

Mr. Bioven. All right. I am perfectly willing to pass over that 
then. I would like to ‘drop down to the last page. There is a point 
there which I think ought to be mentioned. 

The third phrase in S. 57 that I referred to, the requirement that 
the housing agency and its chairman are to certify to the Authority 
that the financial statements which it submits are “true and correct.” 

Senator Ciark. There again you want to substitute the language, 
which is the expertise of your group. I agree with that, too. I don't 
know whether Senator Proxmire does or whether the other members 
of the committee do; at least they will have an opportunity to read 
your testimony. 

Let me ask you. I would be grateful to you if you can define it as 
tersely as you can so I can call it to the attention of some of the other 
members of the committee the difference between a preaudit and a 
postaudit. 

Mr. Biover. As I understand it, that is largely a governmental 
term. 

Senator Ciark. It is in municipal accounting as well as Federal. 

Mr. Broven. As I understand it, a preaudit is an audit where there 
is an examination by an auditing agency before a bill is paid. 

Senator CLark. Right. 

Mr. Buoven. As, for example, in Wisconsin, Senator Proxmire, 
where your secretary of state examines a bill before the payment goes 
out from the State treasurer. 

Senator CrarK. In Philadelphia the controller has the same ob- 
ligation. 
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Mr. Biouer. A postaudit is an audit which is made after the fact. 
Somebody comes along and looks at all the records, the supporting 
evidence, and inquires into the propriety of the expenditure after the 
payment is made, ; ee 

Senator Ciark. In private business, the preaudit is quite unusual, 
is it not ¢ 

Mr. Biouen. It is. It is almost never done. Well, pardon me. 
The preaudit in private business is conducted by the accounting execu- 
tive, or someone under his direction. 

Senator CLark. Probably the controller. 

Mr. Bioven. The corporate controller or somebody that he desig- 
nates reviews all bills before the checks are allowed to go out; that is 
a preaudit. 

Senator Ciark. This would be normally the case in the hierarchy 
of the public agency, too. For example, the public housing agency 
before it paid a bill would have somebody on its staff whose duty 
would be to be sure that is a fair and just bill. 

Mr. BLtoucu. Somebody would certainly have to take the responsi- 
bility for paying it, whether that person was independent of the op- 
erating group or not. 

Senator CLark. Would not be? 

Mr. Bioueu. Of the operating portion of the organization. 

Senator CLark. I see what you mean. 

Mr. Bioven. Just as the controller is independent of the purchasing 
agent. 

Senator CrarkK. Yes. 

Mr. Brovuen. So, if you had someone in the housing organization 
who had nothing to do with the creating of the bills, it would be a 
preaudit. 

Senator Crark. In other words, on the organization chart you 
would want that individual, call him controller, if you will, to be 
responsible directly to the chief executive and not to be a part of 
either the sales force or the ordering force ? 

Mr. Broven. If it is to be a preaudit that would have to be true, 
I would think. 

Senator Ciark. With that precaution, would you not think that a 
postaudit by a certified public accountant, applying the standards 
set up in your testimony, would be an adequate protection in the long 
run against financial fraud or incompetence in connection with the 
administration of the public housing program ? 

Mr. Bioven. In my opinion, the certified public accountant’s audit 
would bring to light all of the financial—the accuracy of the financial 
representations or the fairness of the financial representation as well 
as anybody else’s postaudit would do. 

Senator CLark. What is the answer which your profession would 
normally make to the suggestion that this is locking the barn door 
after the horse has been stolen? You need a preaudit against fraud 
and all. 

_ Mr. Brovuen. We recognize that the postaudit, the audit of the 
independent certified public accountant, or of any other agency that 
comes in after the payment is made 

Senator CLark. Including the General Accounting Office ? 
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Mr. Buoveu. Including the General Accounting Office. If there 
is fraud detected, it will be detected after the payment is made, so to 
that extent you may be locking the door after the horse is stolen, 
but the same thing is true in business and the important factor is to 
have these audits regularly enough that the amounts of the misdeeds 
do not accumulate unfairly or unreasonably over a period of time, 

Senator Crark. You are familiar with the provisions of S, 193 
with respect to auditing ? 

Mr. Biovueu. S. 193, as I remember, it provides substantially the 
same as this except that the audit shall be in accordance with gen- 
erally accepted auditing standards. 

Senator Ciark. I was going to ask you whether you saw anything 
in that bill which would interfere with an adequate and comprehen- 
sive postaudit by the general accounting authority ? 

Mr. Broven. As I remember it, your bill did provide for audit b 
the GAO, and I would see nothing in it which would interfere with 
their auditing whenever the time came to do it. 

Senator Ciark. As I understand the Government’s position, they 
say the GAO says we want to force the public housing administration 
to make a preaudit, from Washington, of all of the transactions of 
every local housing authority around the country as an additional 
safeguard of taxpayers’ money before the GAO goes in to take a 
postaudit. My position is that that calls for unnecessary bureaucracy 
and in the end is wasteful, destroys local initiative, and is a serious 
check on the efficiency, and really the economy of the operation of the 
project. 

I don’t want you to get out of your field as a CPA. 

Mr. Bioven. That is a matter of policy that I would not care to 
get into. I think that probably the difference between that and the 
governmental organization is that your Government organizations 
here in Washington that have postaudits do have departments that 
review expenditures and are pretty careful that they do not pay sums 
which are unauthorized by law because the individuals who pass on 
them are responsible if they do. 

Senator ae My position, of course, has been that the local 
housing authority and its employees will be just as scared of the GAO 
as the public housing authority would be, but that again is not for you. 

Senator Proxmire ? 

Senator Proxmire. No questions. 

Senator Crark. Thank you, very much, sir; we appreciate your 
coming down here. You have been of great help. 

Mr. Broven. Thank you. If there is any way we could help you 
on accounting or auditing problems we would be delighted to do so. 

(Mr. Blough’s prepared statement follows :) 


STATEMENT OF CARMAN G. BLoUGH, DIRECTOR OF RESEARCH, AMERICAN J NSTITUTE 
OF CERTIFIED PUBLIC ACCOUNTANTS 


My name is Carman G. Blough. For the past 14 years I have been the 
director of research for the American Institute of Certified Public Accountants. 
For 11 years I have also been teaching in the Graduate School of Business at 
Columbia University where I hold the rank of adjunct professor of accounting. 
It was my privilege to be the first Chief Accountant of the Securities and 
Exchange Commission, and during World War II I was Chief of the Contract 
Review Branch and Director of the Procurement Policy Division of the War 
Production Board and represented that Board on all price adjustment boards 
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for the purpose of coordinating renegotiation. I hold certified public account- 
ant’s certificates from nine States and prior to the war I was a partner im 
the well-known accounting firm of Arthur Andersen & Co. 

My appearance here today is on behalf of the American Institute of Certified 
Public Accountants which, as some of you know, is the only national association 
of certified public accountants. We realize that there is a great deal of demand 
on your time and we very much appreciate the opportunity to be heard. 

The primary interests of the institute are concerned with the work of inde- 
pendent, professional, certified public accountants, with major emphasis on 
accounting principles and procedures, auditing, income taxation, and advice on 
matters in which accounting training and experience give them special 
competence. 

A number of the bills before you at this time provide, in one way or another, 
for the submission of financial reports to Government authorities and the audit- 
ing of such reports. These are technical areas and laws relating to them must 
be worded so as to convey their technical meaning if they are to obtain the 
results intended. My purpose in appearing here today is to offer any help that 
the institute or I can give your committee in wording any provisions you may 
wish to incorporate in the law with respect to accounting, financial reporting, 
or auditing. I want to emphasize that we are not taking any position for or 
against these bilis on their merits. We are addressing ourselves only to their 
financial reporting and auditing requirements. 

There are two matters dealt with in the bills that are before you at this time 
that are particularly significant to us as professional accountants. They can 
be illustrated best by citing an example which I should like to do by referring 
to Senate bill No. 57 introduced by Senator Sparkman. The part I refer to is to 
be found in section 403(c) on page 42 beginning on line 13. There it is pro- 
vided that “Every contract for annual contributions shall require that the public 
housing agency and its chairman shall annually, after an independent audit 
made by and certified to by the State auditor or other appropriate State official 
or by a public accountant of recognized standing of the books and accounts of 
the public housing agency, transmit a copy of such audit and certify to the 
Authority that the agency has complied with the provisions of this act and that 
the financial statements are true and correct.” [Italic mine.] 

The two phrases which are of major significance in my comments at this time 
are “an independent audit” and “a public accountant of recognized standing.” 
lalso want to comment on the words “true and correct,” though in their present 
context they are not of the same concern to the auditor as they might be else- 
where. 

We heartily endorse the underlying principle that seems to be voiced in the 
section just quoted, i.e., that if the Congress requires by statute that financial 
reports be furnished to a Government agency, then the matter is sufficiently im- 
portant to provide that such reports be prepared so as to present fairly the 
required information and to disclose all material facts, and that the accepted 
method of providing such assurance is to require an independent audit. This is 
the practice of the SEC, the REA, the SBA, and other Government agencies, as 
well as the accepted practice in the commercial world, and we think it is very 
appropriate to require it here. 

However, if this objective is to be attained, it is important that the legislation 
requiring audits of financial reports be so drafted that those who are to admin- 
ister the acts will obtain audits that are satisfactory. To do this, we believe it is 
essential to set forth, clearly, (1) the standards to be followed in the conduct 
of the audits, and (2) the standards of competence and responsibility to be used 
in determining who may conduct the audits. Only in this way can the Congress 
obtain sufficient assurance that the financial reports which it requires will, in 
fact, be adequate for the purpose intended. An audit requirement without pro- 
Vision for these two standards will give the appearance of setting up some 
safeguards against misuse of public funds when, in fact, no such safeguard 
1s actually present. 

Let me now discuss briefly the first of the illustrative phrases I just quoted 
from 8. 57, i.e., “an independent audit.” The use of the adjective “independent” 
Is Very significant and conveys an important meaning. However, the word 
“audit” without further description has no single, precise meaning. It must be 
defined, and unless it is accompanied by a more descriptive phrase, there is 
almost certain to be confusion about the scope and intensity of the work to be 
gaa which might very easily result in evasion of the congressional in- 
ent. 
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A simple way to avoid these risks is to specify in the legislation that the re 
quired audits must be conducted in accordance with “generally accepted audit. 
ing standards,” which is the wording Senator Clark uses in bill S. 198. 

The phrase “generally accepted auditing standards” may sound vague, but it 
has a definite meaning both for professional accountants and for the courts. It 
refers to the formal standards developed over the last 40 years by the American 
institute and embodied in its official reports, statements, and code of ethics, 
These standards are well recognized and accepted by CPA’s as establishing the 
responsibility assumed by an independent auditor and have frequently been 
cited by the courts, the Securities and Exchange Commission, and other govern. 
mental agencies. 

Accordingly, we recommend that any bill requiring the submission of audited 
financial statements be so worded as to call for “an independent audit conducted 
in accordance with generally accepted auditing standards.” 

Let me now turn to the second illustrative phrase which I emphasized in the 
quotation from S. 57, ie., “a public accountant of recognized standing.” Un- 
doubtedly the term “recognized standing” is intended to provide some assurance 
of competence. But does it? Recognized by whom? On the basis of what 
standard? 

The standards of competence and responsibility for determining who may 
properly conduct an audit are even more important than the standards of audit- 
ing. An audit can be no better than the competence and integrity of the person 
who performs it. For this reason, I feel that I should take a little time to dis. 
cuss the different kinds of public accountants we have in this country in terms 
of the basis for objective appraisal of their qualities. I realize that I may be 
accused of having some bias on this point, but I shall try to confine myself 
strictly to the facts. 

The most widely recognized evidence that a person has the necessary qua™. 
ties for an auditor is his possession of the right to practice as a certified public 
accountant. This right is granted by the several States, Territories, and the 
District of Columbia to anyone who has demonstrated that he possesses the 
requisite character, education, and experience, and has passed the 214-day written 
uniform CPA examination which has now been adopted by all the States, Terri- 
tories, and the District of Columbia. 

I should like to stress the fact that the conferring of the right to practice as 
a certified public accountant is exclusively an exercise of State authority and 
that it may be revoked by the State for unprofessional conduct. 

Certified public accountants are not only technically proficient. With few 
exceptions, they are subject to discipline for infraction of rules of conduct adopted 
by the American institute, State societies of CPA’s, or State boards of account- 
ancy. Typically, these rules require adherence to generally accepted auditing 
standards and accounting principles, provide penalties for false and misleading 
statements, and prohibit contingent fees, financial interest in clients’ affairs, and 
occupations incompatible with public accounting—all intended to avoid even the 
possible appearance that the CPA’s judgment might be wrongfully influenced. 

The term “public accountant” carries with it no such evidence of competence. 
In many States, anyone who decides to practice accounting may hang wp his 
shingle as a public accountant without even filing his name and address with 
State authorities, let alone passing an examination or giving evidence of educa- 
tion or training or good moral character. About half of the States have enacted 
regulatory laws under which anyone who practices as a public accountant must 
be licensed. In these States, licensed public accountants as well as certified 
public accountants are subject to the disciplinary controls of the State. 

Let me say now that there are public accountants who are high-grade men of 
outstanding competence who, for some reason or other, have never taken or have 
never passed the CPA examination. The difficulty is that there is no way of 
identifying such persons. I have to say also that, unfortunately, as in the case 
of any other profession, there are some CPA’s who do not abide by the standards 
of our profession. The point I wish to emphasize, in this connection, is that 
there are important forces maintaining the standards of the CPA’s, whereas in 
States where there is no legislation regulating practice as a publie accountant, 
the non-CPA has only the force of his own will to direct him. 

Because of these facts, we believe your committee could establish a reasonable 
standard for the selection of a public accountant if it were to specify a certified 
public accountant. 
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The question was raised last year, by members of this committee, as to 
whether there are enough CPA’s to handle this work. There are approximately 
61,000 certified public accountants in the United States located in every State 
and Territory. A majority of these are members of the institute and therefore 
are subject to our code of ethics, but those who are not members are subject to 
the rules of their State boards of accountancy and of the State societies to which 
many of them belong. Legally, they are all responsible for observing the 
standards of the profession. 

While quite a few CPA’s, both members and nonmembers, are not engaged 
in the professional practice of accounting, there are no sections of the country 
that are far removed from a certified public accountant competent to handle 
work of the kind involved in conducting an audit of a public housing agency, in 
accordance with generally accepted auditing standards. It must also be remem- 
bered that many CPA’s have competent and well-qualified assistants working 
under their professional direction, and for whose work the CPA takes full 
responsibility. 

However, if for any reason it does not appear practicable to you to require 
that audits be performed only by certified public accountants, then we believe 
the law should provide that the arm of the Government which is expected to 
rely upon financial statements on the strength of the audit behind them should 
have the authority to determine the competence and responsibility of any other 
public accountants whose reports are to be accepted. If this is not done, the 
essential purpose of the audit provision may be defeated through the conduct 
of audits by persons who are incompetent or irresponsible. 

A banker or other credit grantor, who is asked to rely upon financial state- 
ments audited by a particular public accountant, can satisfy himself as to whether 
he wishes to rely on an audit report by that person or not, and if he feels he 
cannot, he may insist on having an audit by someone in whom he does have 
confidence. It would seem to us that if the Federal Authority is to be required 
to rely upon the audit of an uncertified public accountant, it should also have 
the right to reject reports audited by such accountants as to whose competence, 
integrity, and independence there is no reasonable basis for satisfaction. 

Accordingly, it would seem that if the committee feels it advisable to authorize 
audits by public accountants other than certified public accountants, the provi- 
sion should specify “independent certified public accountants or independent 
public accountants satisfactory to the Authority.” 

Before closing, I should like to comment briefly on the third phrase to which 
I drew attention in the example quoted from S. 57, i.e., the requirement that the 
housing agency and its chairman are to certify to the Authority that the finan- 
cial statements which it submits are “true and correct.” Financial statements 
usually involve significant elements of judgment and opinion, and wherever these 
are involved, the terms “true” and “correct” do not seem to be appropriate. 
Such terms are properly applied to statements of fact that are either right or 
Wrong and contain no element of judgment or opinion. The language that has 
become well accepted in the business world in situations of this kind is that the 
financial statements “fairly present the financial position and results of opera- 
tions in accordance with generally accepted accounting principles.” 

In closing, I want to assure you that the American Institute of Certified Pub- 
lic Accountants will be glad to be of whatever help it can with respect to any 
matters relating to financial reporting, auditing, or accounting principles. Our 
membership encompasses specialists in every field of accounting on whom we 
can call for advice in any area of our professional responsibility that might be 
of interest to you. 


Thank you again for according us the privilege of presenting our views here 
today. 


Senator Ciark. The next witness is Mrs. Vera Waltman, general 
secretary of the National Consumer League. 

Mrs, Waltman ? 

Mrs. Waltman, I see that your statement is a good deal shorter than 


those of many of the others, would you prefer to read it and perhaps 
skip a few of the par: agraphs ? 
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STATEMENT OF VERA M. WALTMAN, GENERAL SECRETARY, ACCOM. 
PANIED BY JOHN W. EDELMAN, MEMBER, BOARD OF DIRECTORS, 
NATIONAL CONSUMERS LEAGUE 


Mrs. Waurman. Mr. Chairman, if I may I will just read some ge- 
lected sentences from it. 

Senator CLarK. That will be fine. Please go right ahead. 

Mrs. Watrman. Mr. Chairman, with me is Mr. John Edelman 
who is a member of the board of directors of the National Consumers 
League. 

Senator CiarK. Mr. Edelman is an old friend of mine. 

Mrs. Warman. My name is Vera M. Waltman. I am the general 
secretary of the National Consumers League. 

The National Consumers League is very grateful to the subcom- 
mittee for this opportunity to present its views on the proposed 
housing legislation. We believe this legislation is among the most 
important Congress will consider this session. 

The league is composed of citizens from all walks of life who 
believe that consumers have the responsibility and the power to 
eliminate depressing working and living conditions. The members 
of the league believe that the safety of the whole Nation is threatened 
when these conditions are permitted to exist for any arene Because 
of its concern with the health, safety, and economic well-being of the 


Nation as a whole, the league has fought during its 60-year history 


for the enactment of socially beneficial legislation that would raise 
working and living standards throughout the country. 

In the statement the league also suggested the type of housing 
legislation it believes necessary. The league stated : 

The National Consumers League will support legislation that will expand the 
urban-renewal and slum-clearance programs, provide housing for the elderly, 
and include feasible measures for assuring comfortable and sanitary shelter 
for migratory farm workers and their families. 

Behind the figures and the statistics showing the number of units 
required and behind the definitions and dimensions which tell us 
what is standard and what is substandard housing, we see the tremen- 
dous human needs of American families. It is particularly hard on 
the children. Millions of them must eat, study, and sleep in tiny, 
crowded, filthy, rodent- and insect-infested quarters. Family tensions 
rise and explode. Poor sanitary facilities and dilapidated firetraps 
endanger the health and the very lives of these diliiean. Many of 
them are forced into the streets in search of space in which to play 
and, instead, they find added dangers. 

The fires, disease, crime, and juvenile delinquency that result from 
crowded, inadequate housing are costly in human terms. Lives are 
threatened, destroyed, and warped. 

Another hideous factor about the substandard, inadequate, over- 
crowded firetraps of slums is that they form a vicious source of 
exploitation. They are leased to low-income families at rents that 
are completely out of | roportion with their incomes. A study recently 
concluded of the most destitute and deprived families in the District 
of Columbia reveals that families with incomes ranging from $0 to 
$209 per month, are paying rents from $25 to $100 per month, accord- 
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ing to Gizella Hubert, in her “Economic Indicators of Family and 
(Child Dependency in the District of Columbia, Junior Village Proj- 
ect,” the Health and Welfare Council. 

In other words, one must assume that some of these families are 
paying 75 percent of their meager incomes for rent. 

Destitution and housing needs are not a monopoly of city dwellers. 
We would like to call the subcommittee’s attention to the housing 
dificulties that face the migrant farm workers as they follow the 
crops around the country. 

Despite the considerable efforts that have been made on the State 
level, and despite the recommendations of the President’s Committee 
on seen akan, no real progress can be reported. As our organi- 
zation’s statement of policy declares, migratory farm workers form— 
the most depressed group in the American labor force today * * * estimates of 
their number vary from 500,000 to 2 million. They move with the crops, which 
they harvest from the Gulf of Mexico to the Canadian border, working for sub- 
standard wages, sleeping in shacks and sometimes on the ground. 

Few corporate farmers have been willing or able to provide these 
workers and their families with housing which would enable them 
to live in decency, health, and cleanliness. The housing provided for 
them has been described as “fair to intolerable” says Varden Fuller, 
in the “Report of the President’s Commission on Migratory Labor,” 
Consumers League of Michigan bulletin, June 25, 1951. 

The type of housing they must use crowds families into small quar- 
ters where no privacy is available and where inadequate sanitary 
facilities encourage disease. Bathing and washing facilities are totally 
inadequate for the numbers involved and heating is noticeable only by 
its absence. 

At recent hearings held by the New Jersey Migrant Labor Board, 
some farmers protested against regulations which would have re- 
quired them to provide heat and water for the migrant workers who 
pick their crops. The farmers generally argue that the costs involved 
are prohibitive for them. Whether or not the costs of providing such 
minimal necessities for decent human existence are in fact prohibitive 
is a question which the subcommittee might well wish to recommend 
for study. The fact remains that minimum requirements for housing 
have not been met by the facilities supplied by the farmers to date. 
It is for this reason we urge that the same principles of public hous- 
ing direct loans and low interest long-term mortgage and mortgage 
insurance be effectively applied to the problems of rural housing for 
migrant workers as they coon been to city housing problems. 

Ve also urge that to obtain more far-reaching action consideration 
must be given to the initiation of a comprehensive study by the Hous- 
ing and Home Finance Agency to determine the character and extent 
of the housing needs of migratory farm workers. 

Only the broadest and boldest housing program can expect any 
type of success. We need a comprehensive program which will meet 
the needs of the migratory farm worker. We need a program which 
will enable middle income groups to find decent housing. 

We, therefore, urge the subcommittee to quickly report S. 193. We 
believe this measure provides the best means of answering the housing 
needs of the Nation. We suggest, however, that S. 193 be amended to 
provide housing for migrant farm workers. N eglecting the needs of 
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these human beings can be as disastrous as neglecting the problems of 
city slum dwellers. 
Senator Ciark. Thank you very much, Mrs. Waltman. I would 


like to say that I personally am very much interested in this problem - 


of adequate housing for migratory farm workers but I don’t see how 
at this late date without any specific bill before us we are going to be 
able to include a provision in the bill which will shortly reach the floor, 
I would like to suggest to you and Mr. Edelman if you can, do a little 
more thinking about this and come up with some legislative langua 
which would be the basis for a bill on which we could hold public hear. 
ings at a later date. 

Senator Proxmire? 

Senator Proxmire. I would like to say this: It was a strong, vigor. 
ous statement. 

Do you have a membership in the National Consumers League? 

Mrs. WaLTMAN. Yes; we do. 

Senator Proxmire. How large is it? 

Mrs. Wattman. Approximately 15,000. 

Senator Proxmire. Dues-paying? 

Mrs. WattMan. Yes, sir. 

Senator Proxmire. Located throughout the country ? 

Mrs. WALTMAN. Yes, sir. 

Senator Proxmire. All 49 States? 

Mrs. WatrmMaNn. Iam not sure about Alaska. 

Senator Proxmire. It is a national organization ? 

Mrs. Wattman. It is a national organization with membership in 
each and every State. 

Senator Proxmire. Roughly proportionate to the population of the 
State? 

Mrs. WALTMAN. It varies, there are concentrations in certain States, 

Senator Proxmire. Concentration largely in the East ? 

Mrs. Wattman. No; we have members in California, and through- 
out the West and Middle West. 

Senator Proxmire. You say at the end of the first page of your state- 
ment, “In its recently adopted statement of policy”—— 

Mrs. WatrmMan. That was December 8, 1958. 

Senator Proxmire. Thank you very much. 

Senator Crark. Thank you very much, Mrs. Waltman, and Mr. 
Edelman. 


(Mrs. Waltman’s prepared statement follows :) 


STATEMENT OF VERA M. WALTMAN, GENERAL SECRETARY, NATIONAL CONSUMERS 
LEAGUE 


My name is Vera M. Waltman. I am the general secretary of the National 
Consumers League. The National Consumers League is very grateful to the sub- 
committee for this opportunity to present its views on the proposed housing 
legislation. We believe this legislation is among the most important Congress 
will consider this session. 

The league is composed of citizens from all walks of life who believe that con- 
sumers have the responsibility and the power to eliminate depressing working 
and living conditions. The members of the league believe that the safety of the 
whole Nation is threatened when these conditions are permitted to exist for 
any group. Because of its concern with the health, safety, and economic well- 
being of the Nation as a whole, the league has fought during its 60-year history 
for the enactment of socially beneficial legislation that would raise working 
and living standards throughout the country. 
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The housing problem that faces our Nation today present precisely the same 
threat to the health, safety, and economic well-being of the Nation as a whole 
as do the evils of child labor, substandard wages, and hazardous working condi- 
tions. In view of this fact, the National Consumers League declared in its 
recently adopted statement of policy and legislative program : 

“Adequate shelter is another of man’s prime necessities which is not provided 
for all American citizens today. One-quarter of all housing units in the United 
States are substandard. Of the 13.5 million substandard units, 7 million need 
replacement; the remaining 6.5 million should be rehabilitated. In addition, 
we have an acute housing shortage estimated at well over 3.5 million units, result- 
ing in much overcrowding. Overall housing construction is proceeding at about 
half the needed rate. Replacement is failing to keep pace with obsolescence. 
Substandard housing blights family life, injures health, retards education, breeds 
crime and juvenile delinquency.” 

In the statement, the league also suggested the type of housing legislation it 
believes necessary: The league stated: 

“The National Consumers League will support legislation that will expand 
the urban renewal and slum clearance programs, provide housing for the elderly, 
and include feasible measures for assuring comfortable and sanitary shelter 
for migratory farmworkers and their families.” 

Behind the figures and the statistics showing the number of units required and 
behind the definitions and dimensions which tell us what is standard and what 
is substandard housing, we see the tremendous human needs of American fam- 
ilies. It is particularly hard on the children. Millions of them must eat, study, 
and sleep in tiny, crowded, filthy, rodent- and insect-infested quarters. Family 
tensions rise and explode. Poor sanitary facilities and dilapidated firetraps en- 
danger the health and the very lives of these children. Many of them are forced 
into the streets in search of space in which to play, and instead they find added 
dangers. 

The fires, disease, crime, and juvenile delinquency that result from crowded, 
inadequate housing are costly in human terms. Lives are threatened, destroyed, 
and warped. But the slums are costly also in dollars expended by local au- 
thorities. After all, it is expensive to combat fires, crime, and juvenile de- 
linquency. These vast expenditures of money and effort are merely aimed at 
containing an evil partially caused by poor housing. Yet, they can in no way 
get at the roots of the problem. The slums are costly to the cities in other 
ways which do not show as expenditures on their books. Because of the de- 
terioration of property values of buildings in the slums and in areas adjacent 
to slums, the cities lose tax revenues which would otherwise be available to 
them. 

Another hideous factor about the substandard, inadequate, overcroweded fire- 
traps of slums is that they form a vicious source of exploitation. They are 
leased to low-income families at rents that are completely out of proportion 
with their incomes. <A study recently concluded of the most destitute and de- 
prived families in the District of Columbia reveals that families with incomes 
ranging from $0 to $209 per month, are paying rents from $25 to $100 per month.’ 
In other words, one must assume that some of these families are paying 75 
percent of their meager incomes for rent. 

This estimate is substantiated by analyses of Census Bureau figures made 
by economists which show that families have actually been spending as much 
as 50 percent of their incomes for housing due to the shortage of low or moder- 
ate price facilities. Slums, therefore, can hardly be considered nature’s answer 
to the need for low-income housing. The only answer is sufficient public hous- 
ing. 

Destitution and housing needs are not a monopoly of city dwellers. We 
would like to call the subcommittee’s attention to the housing difficulties that 
face the migrant farm workers as they follow the crops around the country. 

The league has been deeply concerned with the plight of migratory farm- 
workers since investigations it conducted in 1906 in southern New Jersey re- 
vealed the misery and hardships endured by migratory farm families. The 
New York, New Jersey, and Ohio leagues have continuously studied and in- 
vestigated the facilities available to migrants and have worked closely with 
other orgaizations, State agencies, and farmers to try to bring about desper- 


1Gizella Hubert, “Economic Indicators of Family and Child Dependency in the District 
of Columbia,” Junior Village project. The Health and Welfare Council. 
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ately needed improvements in the living conditions of these people. Howeyer, 
despite the considerable efforts that have been made on the State level and de 
spite the recommendations of the President’s Committee on Migratory Labor, 
no real progress can be reported. As our organization’s Statement of Policy 


declares, migratory farmworkers form “the most depressed group in the - 


American labor force today * * * estimates of their number vary from 500,000 
to two million. They move with the crops, which they harvest from the Gulf 
of Mexico to the Canadian border, working for substandard wages, sleeping ip 
shacks and sometimes on the ground.” 

Few corporate farmers have been willing or able to provide these workers 
and their families with housing which would enable them to live in deceney, 
health and cleanliness. The housing provided for them has been described 
as fair to intolerable. 

The type of housing they must use crowds families into small quarters where 
no privacy is available and where inadequate sanitary facilities encourage 
disease. Bathing and washing facilities are totally inadequate for the numbers 
involved and heating is noticeable only by its absence. 

At recent hearings held by the New Jersey Migrant Labor Board, some farmers 
protested against regulations which would have required them to provide heat 
and water for the migrant workers who pick their crops. The farmers generally 
argue that the costs involved are prohibitive for them. Whether or not the 
costs of providing such minimal necessities for decent human existence are in 
fact prohibitive is a question which the subcommittee might well wish to 
recommend for study. The fact remains that minimum requirements for 
housing have not been met by the facilities supplied by the farmers to date. 
It is for this reason we urge that the same principles of public housing, direct 
loans, and low interest, long-term mortgage, and mortgage insurance be effectively 
applied to the problems of rural housing for migrant workers as they have 
been to city housing problems. 

We also urge that to obtain more far-reaching action consideration must be 
given to the initiation of a comprehensive study by the Housing and Home 
Finance Agency to determine the character and extent of the housing needs 
of migratory farmworkers and the best means of coping with them. 

The housing problem today is truly a national dilemma. It affects the town 
and the country. It affects low-income and middle-income families. Every- 
where we are confronted by the same lack of decent housing for our citizens. 
There are over 13 million substandard housing units in use today which must 
be replaced. The rapid growth of our population is outstripping the rate at 
which new housing is being built. Therefore, unless we begin to cope with 
the problem now, the hurdles will be insurmountable by 1970, when our population 
will number 210 million. 

Only the broadest and boldest housing program can expect any type of success. 
We need a comprehensive program which will provide public housing for low- 
income groups. We need a program which will meet the needs of the migratory 
farmworker. We need a program which will enable middle-income groups to 
find decent housing. 

We, therefore, urge the subcommittee to quickly report S. 193. We believe this 
measure provides the best means of answering the housing needs of the Nation. 
We suggest, however, that S. 193 be amended to provide housing for migrant 
farmworkers. Neglecting the needs of these human beings can be as disastrous 
as neglecting the problems of city slum dwellers. 

There are those who will argue that such legislation is too costly. The 
National Consumers League believes that the cost of blighted lives cannot be 
measured. Yet we would doom millions to exactly that if we do not correct the 
housing blight of our Nation. 


Senator Crark. The next witness is Mr. Alex Dickie, of the Na- 
tional Farmers Union. 

Mr. Dickie, we are happy to have you here. We apologize for 
the lateness of the hour, which is due to the loquaciousness of the 
Senators and especially the acting chairman of this committee. 


? Varden Fuller, “Report of the President’s Commission on Migratory Labor.” Consumers 
League of Michigan, Bulletin, June 25, 1951. 
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STATEMENT OF ALEX DICKIE, MEMBER, BOARD OF DIRECTORS, 
NATIONAL FARMERS UNION 


Mr. Dicx1r. My statement is short. 

My name is Alex Dickie and I am president of the Texas State 
Farmers Union and I am also a member of the executive board of 
the Farmers Union, and I live on a farm just east of Denton, Tex. 

We appreciate this opportunity to express our views on housing 
legislation of interest to farm families. I want to express also our 
appreciation to you, Mr. Chairman, and to the other members of this 
committee who incorporated into the Housing Act of 1949 the au- 
thority for farm housing loans. 

As limited as these direct loans have been, many farm families 
have decent, safe, and comfortable housing who otherwise would 
not have been able to afford it. Between November 1949 and De- 
cember 1953, 19,739 title V farm housing loans were made, totaling 
$97,527,201. 

You will recall that Secretary Benson completely eliminated these 
loans as of December 31, 1953, and that as a result of inactivity in 
the administration there were no title V farm housing loans until 
the Congress voted funds totaling $450 million in 1956. 

You will recall also that these funds had to be forced on the Secre- 
tary of Agriculture before the title V farm housing loan program 
was reactivated. Fortunately, the means by which the funds were 
parce by Congress precludes the need for an administration 
udget request. ‘The Secretary was given the authority to borrow 
up to $90 million from the U.S. Treasury each fiscal year beginning in 
1957 throungh June 30, 1961, for lending to farm families for housing 
purposes. 

Out of the total of $450 million which Congress authorized the 
Secretary to borrow from the U.S. Treasury, each fiscal year, only 
$87.6 million has been borrowed and reloaned to farm families 
through January 16, 1959. 

That is the total of the 3 years’ operation, just borrowed less than 
1 year’s limit. 

The title V farm housing loan program has not cost anything. Of 
the amount scheduled for repayment, 103 percent has been already 
paid back into the Treasury. 

Senator Crark. Where did the other 3 percent come from? is 
that a perenne or interest ¢ 

Mr. Dickie. I would assume that it is. 

Under the circumstances, Mr. Chairman, it is indeed strange that 
the President’s budget proposes to cut the activity under title V in 
the 1960 fiscal year to $12 million. There is some indication that farm 
housing loans will be put more on the insured basis under the author- 
ity contained in the Bankhead-Jones Act. However, we all know that 
this means a 1 percent increase over the interest set by law in title V. 

Senator Ciark. What will that increase in interest do, in your 
opinion, to the farm loan program ? 

Mr. Dicxre. I think it would hurt it desperately. In the present 
declining farm situation, the farm outlook as it is under the Repub- 
licans, I think it would almost destroy it. I would like to build a new 
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home on my farm, but, by George, I am afraid of it. I can’t pay it 
back if the interest rate were 1 percent under present circumstances, 

Senator CLiark. These high interest rates in other fields do seem 
to help strangle the program, not only the farm loans. 

Mr. Dickie. Not only the farm loans, it is all of them. 

Also, in this limitation is the 10 percent equity necessary for the 
insured-type loans and we don’t have that. 

Through January 16 of this fiscal year, $2,680,584 was loaned in 
Texas under the title V program and that is more than in any other 
State. This program is equally important in other States. Almosta 
million dollars was loaned in North Dakota under the title V program 
in the 1959 fiseal year through January 16. There is not a State in 
the whole of the United States that does not have an urgent need 
for this program if it is administered in accordance with the intent 
of the Members of Congress who made it a part of the overall housing 
authority. 

To show the interest of Congress in the program and concern over 
the greatly restricted use of the program planned by the administra- 
tion, we propose the following recommendations: 

1. The Secretary of Agriculture ought to be authorized and 
directed to conduct a study of the need of farm families for housing 
credit—residential and service—and to report within 6 months his 
findings to the Congress. Farms as defined in section 501(b) of 
title V should be included in the study. 

2. Since the Secretary of Agriculture has completely ignored the 
definition of a farm in section 501(b), he should be reminded in the 
committee report that this section has not been altered by Congress 
and that families on small holdings need housing credit most of all. 
I am sure you are familiar with the blighted areas between the farm 
community and urban and city areas where private housing credit is 
difficult, if not impossible to obtain. Since these small part-time 
farmers have problems closely related to their neighbors with larger 
holdings, it is logical to expect that the Department of Agriculture 
should assist them. 

3. In order that the Secretary may know that Congress iritended 
the title V loan funds automatically provided over a 5-year period 
to be used, we feel strongly that the main requirements for eligibility 
be (1) need and (2) that an applicant not have funds of his own 
to build the needed facility. We urge therefore that the section 
501(c)(3) requiring that a farmer be denied credit from private 
sources be stricken from title V. 

Senator Ciarkx. That provision just means that the farmer will be 
charged by a local bank or credit agency an interest at a rate he can’t 
possibly afford to pay, doesn’t it ? 

Mr. Dicxte. Yes, sir. 

Senator Ciark. So in effect that provision comes pretty close to 
killing the problem, they can always tell you they are willing to make 
the loan ? 

Mr. Dickie. That is right. 

Senator Ciark. Excuse me, what is the going rate in your own 
locality ? 

Mr. Dicxre. About 534 percent. 

Senator CiarK. In other areas of Texas might it be higher? 
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Mr. Dicxte. I wouldn’t be qualified to say exactly, but it is from 
5to 6 percent or better. 

Senator CLarK. I am familiar with some areas where it is as high as 
10 percent. 5 ; et 

Mr. Dickie. Is that right? It is not in my opinion that outrageous 
in Texas, but it is bad under present circumstances, we can’t pay this 
6 percent and 8 percent money. 

4. For the same reason as stated in paragraph 3 above and because 
hard pressed farm families eligible for title V housing loans are 
reluctant to become obligated over a number of years with housing 
debt, we urge that the interest rate be reduced by 1 percent from 
4percent to 3 percent. 

Mr. Chairman, we feel that the legislative program you are con- 
sidering for housing in general should be generous. We feel that 
the opportunity for obtaining good and comfortable housing should 
be assured every family in the United States whether they live on 
the farm, in the city, or in between the farm and city. We need 
growth not stagnation. 

Public housing, urban renewal, relocation housing, housing for the 
elderly and low income veterans housing and cooperative housing, 
we understand are being studied by the committee. In this connec- 
tion, we feel that the more generous provisions in the bills before 
you should be enacted. Because of the fact that S. 193 was drafted 
earlier this year with consideration given to many factors not per- 
tinent last year, we feel that you should give it your thoughtful 
attention. 

I believe you would, wouldn’t you ? 

Senator Ciark. Thank you very much, Mr. Dickie, for a fine 
statement. 

Mr. Dickxiz. That concludes my statement and we appreciate the 
opportunity. 

Senator Crark. Allright. Senator Proxmire? 

Senator Proxmire. Are any of these recommendations included in 
the House bill ? 

Mr. Dicxre. I don’t know, they are not in the Senate bill. 

Senator Proxmire. The Rains bill ? 

Mr. Dickie. I don’t know. I am told not in the House bill, either. 

Senator Proxmire. Not inthe House bill. I see. 

I would like to suggest, Mr. Chairman, that the staff take these 
recommendations and put them on the subcommittee agenda to bring 
them to the attention of the committee 

Senator Ciark. I will ask Mr. Cash to take that up with Senator 
Sparkman; if he approves, please do it. I don’t think you and I are 
quite in a position to give orders to the committee staff as much I 
would like to. 

Senator Proxmire. I would like to suggest this. 

Senator Ciark. I will concur in this and ask Mr. Cash to take this 
up with Senator Sparkman who I know is sorry he couldn’t be here. 
Tam sure that the staff and Senator Proxmire and I will call their 
attention to your testimony, and I want to thank you for being here. 

Mr. Dickie. Thank you. 

Senator Proxmire. I want to add, Senator Clark, that it is ex- 
tremely encouraging to have the Farmers Union come in. This is one 
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of the largest farmer organizations. This housing bill has been urged 
on us by mayors of the great cities of the country, and I think the fact 
that this great farm organization is supporting it is extremely encour. 
aging and very, very significant. 


I think that in the States that might feel that the housing bill isnt - 


of interest to them, the Senators representing those States should be 
extremely interested in this kind of testimony. 

I know from experience that the Farmers Union is very represent- 
ative. It is easily the fastest-growing organization in the country, 
and it represents many, many thousands of farmers. 

Senator Crark. And small farmers, too. This is equally true in 
Pennsylvania, and I concur completely in what Senator Proxmire has 
said. 

Senator CLarK. Our last witness is Mr. John Haas, executive seere- 
tary and General Counsel of the Metropolitan Association of General 
Improvement Contractors. We wish to thank you for being s0 


patient, and you may proceed in your own way. I see that you have 
a short statement. 


STATEMENT OF JOHN H. HAAS, EXECUTIVE SECRETARY, METRO- 


POLITAN ASSOCIATION OF GENERAL IMPROVEMENT CONTRAC. 
TORS 


Mr. Haas. It was very edifying to be so patient, and one of the 
things has been particularly of interest to me is that the topic I was 
going to talk about is a sick child, that is section 221. I am not going 


to read my statement. 

Senator Crark. It will appear in the record at the close of your 
remarks. 

Mr. Haas. The reason that I refer to it as a sick child is a threefold 
one, and I only want to mention these three areas: 

(1) Section 221 in its present form isn’t good enough. In order to 
remedy this we have made certain recommendations which are in our 
statement. 


(2) The program is not being sold; it is not being sold on any level, 
not on the Federal, State, or local level. 

(3) Financing: Financing is inadequate, or I would almost say 
unavailable, and in reference to this item I would only like to read one 
paragraph of my statement of which I am very proud, and that is the 
one on page 3: 


FNMA asks you to grant freedom of discount and charges, giving as reason 
that, for “special assistance type mortgages,” such as those under section 221, 
it must attempt to encourage private investors to buy these mortgages from 
FNMA. It thereby admits that, per se—or, “at par’—these mortgages are not 
attractive to investors. We know that; but, if these mortgages were to be made 
attractive, let’s decorate the cake—and not the cook. Let’s raise the interest 
ceiling on these loans commensurate with current market trends and attractive 
in yield—then we can forget all about discounts, charges, and the cumbersome 
and complex mechanism of these FNMA purchases which add considerably to 
the already substantial headaches of every owner or operative builder under 
section 221. It seems that we are caught here in a vicious circle: You want to 
render assistance, partly by holding interest rates down—if only by a small, it- 
significant fraction which, in turn, is large enough to keep the lenders away— 
and, therefore, you need FNMA to make these mortgages palatable at the expense 
of the same displacee you wanted to assist in the first place. 
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Senator Cuark. I think you take justifiable pride in that paragraph. 

Mr. Haas. Thank you very much. I do not want to say any more. 
If there are any questions I would be glad to try to answer them. I 
have noticed you two gentlemen have been very interested in the 
failure of section 221, and I might be able to answer some pertinent 
questions. 

Senator CLark. Senator Proxmire? 

Senator Proxmire. I have no questions. I am not sure that I would 
agree, however, with your statement that it is an insignificant fraction 
to the purchaser. I strongly sympathize with you in this problem. 
On second thought, I will ask a question, and that is whether in your 
judgment the discount, because of the frictions that develop, becomes 
so great that actually the home buyer would probably be able to buy 
at a lower overall price if you didn’t have this artificial low interest 
rate ? 

Mr. Haas. In my opinion, this fraction of the interest rate has no 
effect on the purchase. You must not overlook that this is a special 
assistance program and that you deal with purchasers under duress. 
They have to buy. They are displacees. They are displacees in the 
lower and lowest income groups and to them the interest rate is of no 
significance whatsoever. 

hat may be sad, but that is the fact. What is of interest to them is 
their monthly charges. 

Senator Ciark. The same thing as if it were a refrigerator or an 
automobile ? 

Mr. Haas. Exactly. In my opinion, section 221 is the only real 
program that will put displacement, relocation, and housing reloca- 
tion on the map. There is no other program on the map, although I 
have seen some very promising lines in Senator Clark’s bill. 

Senator Cuark. Let me ask you: You are a builder yourself? 

Mr. Haas. Yes. 

Senator Crark. Would you be interested in building under that 
provision in my bill for relocated families which calls for 100 percent 
mortgage, 3 percent interest, and 50 years? , 

Mr. Haas. It’s too good to be true, Senator. That is all I can say. 

Senator Cuark. I am afraid you are right. 

Senator Proxmire. You would like that ? 

Mr. Haas. Oh, yes. What you have heard about this relo- 
cation problem in the future I think is an understatement, or these are 
understatements. The relocation problem in any future is going to be 
terrific, not because of highway projects or urban renewal projects, no; 
because of the strengthening of code enforcement, of better building 
and housing codes that are going through in most of our cities and they 
will replace families by the thousands. 

Senator CiarK. Of course, the trouble is, which comes first, the 
chicken or the egg? I know in my city of Philadelphia when I was 
mayor we would have liked to enforce our new and modern and effec- 
tive codes right across the board but we just didn’t have any place to 

ut these people and you cannot throw them out in the street. Per- 
: 7 ye have to have the relocation housing before you can enforce 

@ code. 

Mr. Haas. That is correct; there must be a provision for that. Of 
course I am partial because I am particularly interested in housing 
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rehabilitation. We take existing housing under section 221 and as 
you probably know in the entire United States during the year of 1958 
we have gotten insured mortgages on 1,500 units. 

Senator Ciarx. That is pathetic. 

Senator Proxmire? 

Senator Proxmire. 1,500 units under section 221 ? 

Mr. Haas. We have existing housing. That is existing houses 
that were rehabilitated under section 221 for eligible displacees, 

Senator Crark. The trouble is, Senator Proxmire, you rehabilitate 
and it costs so much, when you get the job done the relocatee can’t 
afford to move in. 

Mr. Haas. Some of the provisions in the new bill such as raising 
the ceiling and taking in the environment of the community, we will 
get some very good progress, but it will not help at all unless this 
program is sold. 

Senator Crark. I assume you would like to see the interest rate 
find its way in a free market ? 

Mr. Haas. That is right, because FNMA has been a headache to 
us, it has been every day, rather than an advantage. 

Senator Proxmire. In that sense the Clark bill which does have an 
artificially low interest rate, 3 percent 

Mr. Haas. That is on the direct lending purposes. 

Senator Proxmrire. I understand. 

Senator Crark. This is just to see how it works. 

Mr. Haas. Of course, we will find that most of the citizens are 
opposed to direct lending, that is just the philosophy. 

Senator Ciark. Yes; but on the other hand, this could well take 
the place of that much public housing. 

Mr. Haas. I don’t want to go into this but if section 221 and FHA 
mortgages under that section can be made workable the pressure on 
public housing will decrease and direct lending will be unnecessary. 

Senator Crark. That is true of section 221 also? 

Mr. Haas. That is correct. As far as public housing goes we have 
nothing to do with public housing as contractors but I would say, 
that is again I say, that from my daily experience, if it were not for 
public housing I do not know what we would do with 60 percent of 
applicants that we are dealing with and who we have to turn down 
because they are not eligible for section 221. 

Senator Ciark. That is right. 

Senator Proxmire. It seems to me, Mr. Haas, that you are pro- 
posing something that could if it develops be extremely helpful and 
useful. You are rehabilitating houses which are substandard. 

Mr. Haas. Right. 

Senator Proxmme. Can you give us some idea of what typical 
costs of such housing might be? 

Mr. Haas. Of course I can do that, but I want to tell you before 
I do that that a typical cost of rehabilitation is not the important 
part. The important part in the picture is existing encumbrances. 
They are throwing out about 40 percent of all applications from the 
beginning because the loan ceiling is too low. In other words, if 4 
$10,000 house has existing encumbrances of $6,000, and that is quite 
customary, and it costs $4,000 or $5,000 to put a house in acceptable 
shape—acceptable to FHA particularly—we run beyond the Joan limit 
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and we can’t do it because the owners don’t have any available extra 
ash. 

Senator Ciark. In addition to which the tenants can’t afford to 
move in because the monthly payment gets too high even though you 
stretch out the length of the mortgage? 

Mr. Haas. That is correct. 

Senator Proxmire. So the answer would be—— 

Mr. Haas. The answer would be raise the loan ceiling. 

Senator Proxmire. I understand that. I am still asking the ques- 
tion about the typical 

Mr. Haas. The typical or average cost of housing rehabilitation is 
somewhere around $3,500. 

Senator Proxmire. $3,500? 

Mr. Haas. That is right; that is a good average. 

Senator Proxmire. This means the cost to the purchaser of the 
house would be what, in total? The rehabilitated house? 

Mr. Haas. Depending again on existing encumbrances plus the 
$3,500 or $4,000, plus about $700 in discounts, FNMA charges and 
closing costs. 

Senator Proxmire. You see I still haven’t gotten what I am after. 
What are the existing encumbrances? 

Mr. Haas. The existing encumbrances consist of first, second, and 
sometimes third mortgages and other liens such as for taxes. 

Senator Proxmire. I am asking for something like an average . 
price, you see. 

Mr. Haas. The total of average encumbrances are about $5,000. 

Senator Proxmire. Then $8,500 is a reasonable close average. 

Senator Cuark. He is talking about Washington, D.C., are you 
not? 

Mr. Haas. That is right; primarily. 

Senator Ctark. Which is about a medium cost area, it is not really 
low nor high. 

Mr. Haas. Excuse me, this is, of course, a high cost area, because 
we have the $10,000 loan limit here from FHA. 

Senator CrarK. I know, compared to New York, Chicago, and 
Philadelphia it is not high cost. 

Mr. Haas. That is right. 

Senator Proxmire. I think this is most interesting and encourag- 
ing, $8,500 in this medium or medium to high cost area. 

Mr. Haas. My $3,500 figure may be low. It may be low. Some- 
times it will run up as much as $10,000 but those are extreme cases. 

Senator Proxmire. If you were operating with a free interest rate 
what would be the rate in Washington ? 

Mr. Haas. Between 514 and 6 percent, the free interest rate on the 
FHA would be 6 percent. 

Senator Proxmire. Six and a half percent? 

Mr. Haas. No; it can be done with 6. There is money available at 
6 percent, plenty. 

Senator Proxmtre. Including FHA ? 

Mr. Haas. That is correct. 

Senator Proxmire. All right. 

Mr. Haas. But, of course, if you have to figure on anywhere from 
4to 10 points for FNMA that throws the entire picture out of kilter. 
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Senator Proxmrire. I understand. The friction is most annoying 
to everyone concerned. 
Mr. Haas. Yes; it is. 
Senator Proxmire. Thank you, Mr. Chairman. ; 
Senator Ciark. Thank you very much, Mr. Haas. We appreciate 
your testimony. 
(Mr. Haas’ prepared statement follows :) 


STATEMENT OF JOHN H. HAAS, EXECUTIVE SECRETARY, METROPOLITAN ASSOCIATION 
OF GENERAL IMPROVEMENT CONTRACTORS 


Mr. Chairman and members of the committee, in view of the limited time 
available allow me to be brief and to the point. I am here for the organized 
improvement contractors in the metropolitan area of Washington; we have 
just started an industry clearing center as a public service for similar organi- 
zations throughout the country and we have received many communications 
corroborating our findings and suggestions presented to you here today. I am 
also in charge of Workshop 221, Inc., set up primarily for housing rehabilita- 
tion under section 221 of the National Housing Act. 

The problem of urban renewal confronts us on three levels: as slum clearance, 
area conservation, or housing rehabilitation. By nature of their profession, 
improvement contractors are little involved in the first level, participate in the 
second, and are an essential factor in the third, for there are over 10 million 
homes certified as dilapidated, unsafe, or insanitary. Only an insignificant 
fraction of these will be absorbed by urban renewal projects: the great majority 
of them must be treated and cured as existing structures to avoid ultimate 
displacement of their occupants, or make them available as relocation housing 
for displacees from highway programs or other projects. 

This is why and where special assistance is needed under section 221 which, 
so far, has attracted little attention in these hearings. Yet, in its present form, 
section 221 is too narrow and too encumbered by special conditions and com- 
plications to be of real help: it is imperative to make certain changes which will 
not alter the purpose, but widen its scope and make it workable. This need is 
documented by the latest statistics which show that, during 1958, only one out of 
every six houses processed and committed by FHA for 221 mortgages was an 
existing structure. Worse, yet, the year’s total of insured cases for the entire 
country was less than 1,500 in this category. 

This is most deplorable, particularly at a time when increased code moderniza- 
tion and enforcement together with new road and urban renewal projects will 
displace hundreds of thousands in the next few years—and we most certainly 
do not want those families to crowd into other blighted homes or neighborhoods, 
or overload public housing facilities. We must remember also that these 
threatened homes and families are situated in and around communities all over 
the country, not just in the relatively few cities which have a workable program. 
Yet, section 221 specifies that such mortgages may only be made inside the city 
limits if and when there is such a workable program certified and in existence. 
Planning of such a program is slow, complicated, and usually takes years—but 
rot and blight do not wait for the city fathers or civic groups to produce an 
acceptable program. 

Mayor Celebrezze of Cleveland has said emphatically that “clearance alone is 
not the answer, but rather a broad and large-scale attack upon rehabilita- 
tion * * *.” We endorse that statement, and we would like to add to it that 
such an attack must be not only broad but broadminded ; not only large scale but 
also workable on a small scale where we can catch blight at its inception. 

Then there is the last but not less sordid obstacle to a sound rehabilitation 
program: lack of adequate financing. When you hear that 221 “does not work,” 
you may put a good part of the blame on this account. You have heard FNMA 
and the bankers talk about this problem. Now, hear this: 

FNMA asks you to grant freedom of discount and charges, giving as reason 
that, for “special assistance-type mortgages” such as those under section 221, it 
must attempt to encourage private investors to buy these mortgages from FNMA. 
It thereby admits that, per se—or, “at par’’—these mortgages are not attractive 
to investors. We know that; but, if these mortgages were to be made attractive, 
let’s decorate the cake—and not the cook. Let’s raise the interest ceiling on 
these loans commensurate with current market trends and attractive in yield— 
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then we can forget all about discounts, charges, and the cumbersome and complex 
mechanism of these FNMA purchases which add so considerably to the already 
substantial headaches of every owner or operative builder under section 221. It 
seems that we are caught here in a vicious circle: You want to render assistance, 
partly by holding interest rates down—if only by a small, insignificant fraction 
which, in turn, is large enough to keep the lenders away—and, therefore, you 
need FNMA to make these mortgages palatable at the expense of the same dis- 
placee you wanted to assist in the first place. 

The bankers, too, are opposed to the par-purchase requirement for FNMA 
pecause, as they stated, it “constitutes an indirect subsidy to the special groups 
assisted by these programs at the expense of all taxpayers.’ Gentlemen, they 
are so right. These “special groups” are the germ carriers of urban decay—not 
because they want to but because they cannot help it. What shall we do with 
them—send them to some kind of Siberia, put them in a ghetto or in jail? Itis 
the duty and responsibility of ‘tall taxpayers” to come to the aid of these lesser 
privileged families and make good citizens and good taxpayers of them through 
an intelligent special assistance program. 

Here, then, are our specific recommendations for changes in section 221, the 
first two of which are already contained in S. 57; and may I emphasize that 
none of our recommendations call for grants, subsidies, or similar impositions 
on the U.S. Treasury. 

1, Enlarge the applicability of 221 mortgages by including families displaced 
in, and from the environs of, an eligible community ; 

2. Increase the loan ceiling to $10,000 ($12,000 in high-cost areas) ; 

3. Remove the interest ceiling and leave it to the discretion of FHA; 

4, Retain FNMA’s par-purchase of 221 mortgages with fixed minimum 
charges ; 

5. Permit 221 mortgages, irrespective of certified workable programs, to be 
made under the supervision and authorization of the competent regional office of 
FHA, in any municipality with a satisfactory system of codes and ordinances 
conforming to applicable standards of public health, safety, sanitation, and 
housing. 

If these changes were incorporated into the new Housing Act, we are certain 
that substantial and speedy progress in area conservation, relocation housing, 
and housing rehabilitation can be accomplished without arousing political or 
professional controversy. The need is there, the tools and skills are ready, the 
owners are willing: all we need is the proper permit to proceed—and that is up 
to you, gentlemen. 

I do appreciate the opportunity to express our views before you, and I shall 
gladly try to answer any questions you may have. 


Senator CuarK. Two bills, S. 543 and S. 655, received since the hear- 
ings began will be added to the record. 
(The bills referred to follow :) 


[S. 548, 86th Cong., 1st sess.] 


A BILL To authorize additional funds for urban renewal projects under title I of the 
Housing Act of 1949, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 103 of the Housing Act of 1949 
is amended by striking out everything between “$900,000,000” and “public inter- 
est” and inserting in lieu thereof the following: “$1,250,000,000 which limit shall 
be increased by further amounts of $400,000,000 on the effective date of this 
amendment and on July 1 in each of the years 1959 through 1972 inclusive: 
Provided, That such limit and any such authorized increase therein, may be 
creased, and any time or times, by additional amounts aggregating not more 
than $150,000,000 upon a determination by the President that such action is re- 
quired in order to carry out the congressional declaration of national housing 
policy expressed in section 2 of the Housing Act of 1949”. 

Sec. 2. The Urban Renewal Commissioner shall take such action as may be 
hecessary to expedite the processing of applications of local public agencies for 
assistance under title I of the Housing Act of 1949, and for that purpose such 
additional personnel may be employed, in accordance with the civil service laws 
and Classification Act of 1949, as may be required to carry out the accelerated 
program contemplated by this Act. 

Sec. 3. Subsection (e) of section 106 of the Housing Act of 1949, as amended, 


is hereby amended by striking “$100,000,000”" and inserting in lieu thereof 
$200,000,000”. 
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[S. 655, 86th Cong., 1st sess.] 


A BILL To authorize the allowance of certain interest payments by the Housing and 
Home Finance Agency 
Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 110(e) of the Housing Act of 1949 
is amended by inserting after “charges” wherever it appears therein the follow. 
ing: “and loss of interest on local public funds necessarily heretofore used jp 
connection with project activities”. 


Senator Ciark. We have a letter from the University of Alaska, 
submitted by Senator Gruening for the record. 

(The letter referred to follows :) 

UNIVERSITY OF ALASKA, 
College, Alaska, January 26, 1959, 

Hon. ERNEST GRUENING, 
U.S. Senator, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR GRUENING: The new House bill about which you wired me today 
does not go far enough. The Federal Government is taking so much of the 
available tax dollar that the various States are in financial difficulties. 

At the last annual meeting of the American Association of Land Grant Col- 
leges and State Universities approval was given and preparations made for intro- 
ducing a bill to Congress whereby the Government would participate on a 50-50 
basis with publie universities and colleges in providing construction funds for 
classrooms and laboratory buildings and other facilities and equipment. This 
bill will no doubt appear for hearing and I am sending a carbon copy of this 
letter to our executive secretary with a request that he keep you advised when 
this legislation is introduced. 

It is not generally recognized that society, as well as the individual, benefits 
from higher education. It is also a well-known fact that universities are not 
going to be able, with purely State aid, to provide the physical facilities for the 
heavy increase in university enrollment which is taking place all over the Nation, 

You are familiar with the workings of the Alaska public works, and the fact 
that under this provision, on a matching basis, we were able to transform our 
campus from the aggregation of old wooden buildings into a nice assemblage of 
modern fireproof structures. Without the help which we received over the years 
from the APW the physical plant of the university would not be in the fine 
condition which we now enjoy. I do not favor this matching basis to be pat- 
terned after the organization of APW; rather I believe the matching should be 
direct and the responsibility for the construction left to the discretion of the 
universities. There were overhead costs under APW which actually beefed-up 
the financial costs about 10 percent. 

We deeply appreciate your alertness in these matters. 

Sincerely, 
ERNEST N. Patty, President. 


Senator CLark. A telegram from Arthur Levitt, State comptroller, 
State of New York, will go in the record. 

(The telegram referred to follows :) 

JANUARY 28, 1959. 
Senator JoHN J. SPARKMAN, 
Chairman, Subcommittee on Housing Legislation, 
Senate Office Building, Washington, D.C. 
(Attention: Robert A. Wallace, staff director, Senate Banking and Currency 
Committee. ) 


In response to your invitation to summarize my views on certain features of 
the housing bills which have been introduced by you and Senator Clark, and 
the administration bill, S. 612, I believe that the Eisenhower administration's 
urban renewal program is pitifully inadequate and the administration’s effort 
to have the cities and States carry a larger share of the burden of slum clearance 
“ impossible, since the cities already have their tax resources strained to the 
imit. 

The Clark bill, which provides for a long-term urban renewal program, would 
enable cities to go ahead with sound planning and authorize the construction of 
enough low rent units to maintain adequate housing standards for hundreds of 
thousands of families in our cities during the coming years. The public housing 
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provisions of the Clark bill are basically necessary to make urban renewal possi- 
ble. Otherwise there would be no certainty that funds would be available for 
housing to relocate families displaced by urban renewal. 

I strongly urge that the bill which is reported by your committee also authorize 
adequate funds to continue the program of low interest loans for college dormi- 
tories, and also feel that it should provide for low interest rate loans to colleges 
for the construction of classroom and laboratory facilities. Such a program 
would not be costly to the Federal Government since the loans would be repaid 
out of the proceeds of college revenues. 


ARTHUR LEVITT, 
State Comptroller, State of New York. 
Senator Crark. Are there any other witnesses who desire to be 
heard ? 
The hearings are closed. The committee will stand adjourned. 
(Thereupon, at 5:17 p.m., the hearings were closed and the commit- 
tee adjourned. ) 


x 





